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[s] a witness,^ 
[sj previously^ 
pi follows: P 


PROCEED! 


■, v Whereupon 

kJ LYNN BEA^g 
lied for examination. Ip 
8l§$rn, was examined ^ 

3 EXAMINATM 

BY MR. SHol 
awning, Ms. Beasley, P 


d testified as 


Iiz] Q: How^tgpou feeling today? 

(i3j A: Fine.ihank you. 

(M) Q: Readfrlrfcontinue? 

its] A: Yes. 

[ts] Q: You il»iSi*8&ind you’re still under oath? 

nn A: Yes. 

(ts) MR. SHONKA: Do we have the - this is for 
jtsj the court reporter. 

po] Do we have the exhibits from yesterday? 
tstj COURT REPORTER: They're coming. 

(Mj MR. WILLIAMS: 1 have my copies. You're 

P3] welcome to use them. 
p*l MR. SHONKA: Are you willing to share them 
[ 2 S] with the witness? 
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MR. WILLIAMS: Of course. 

BY MR. SHONKA: 

Q: In that case, Ms. Beasley, would you take a 
look at Exhibits ! 1,13, and 16 from yesterday’s 
deposition. 

MR. WILLIAMS: Eleven, thirteen, and 
sixteen? 

MR. SHONKA: Yes, please. 

MR. WILLIAMS: She has them in front of her. 

BY MR. SHONKA: 

Q: All right. Regarding Exhibit 11,1 believe 
you testified yesterday - and I've not read the 
transcript, so correct me if you think I’m 
misstating anything. But, as 1 recall, you 
testified yesterday that .you did not recall any 
special focus, as it were, on 18 to 20s while you 
were the assistant brand manager for the Camel brand 
in 1985. Have I correctly stated that? 

A: I don't recall that question. You can go 
ahead and ask me. 

Q: Ail right. Do you recall working with any 
special focus on 18 to 20s while you were working as 
assistant brand manager in 1985 for the Camel brand? 

A: No. 1 believe the target was broader than 
that. 
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Q: All right. If you would, look at - your 
testimony was - yesterday, was that the target was 
broader than that? 

MR, WILLIAMS: Well, that’s her testimony 
today. Her testimony yesterday is what it is. 

BY MR. SHONKA: 

Q: So your testimony is that there was no 
special focus on 18 to 20s? 

A: Again, my recollection from that period, 
when 1 was on the brand as the assistant brand 
manager, is that it was a broader target than just 
18 to 20. 

Q: Ail right. If you would look at Exhibit 11, 
and at the first bullet point on the page - or just 
above - beginning just above that, with 
"Methodology": (Reading) 

Six focus groups are 
proposed to meet the following 
requirements: 

[Bullet point] 18 to 20 
males and females (Defined by 
the Younger Adult Study as the 
boundaries for the FUBYAS 
group). 

Do you see that? 
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Ml A: I see where the document says that, 
pi Q: Does that refresh your recollection at all 
pj as to any special focus on 18 to 20s at the time you 
[*1 were the assistant brand manager? 

[si A: No. 

(si Q: If you take a look at Exhibit 13, and again 
[7] I'd ask you to look at the first bullet point, again 
I8| un$er "Methodology": (Reading) 

(Six foetus groups, (4 

d 2 female[s]) are 
o meet the following 
its: 

males and 
efmed by the 
ult Study as the 
061 b o4p^ne s of the FUBYAS 

[is] Again,do|| that refresh your 
[is] at jffragflrany special focus on 
12 o] yo^ii^^|he assistant brand 
pi] A: No. 

[ 22 ] Q: Albright. 

[23] And, ij^TCnTi||you'd take a looO 

[ 2*1 Exhibafl^SSLAnd I'd|63liil§> you 
[25] text, wi&^^ias th 



( 16 ) Yo 



ion 

:0s while 


he first 
rnber - well. 



at the bottom ce 
see that? 



hen under - on tha 
bjectives" it says: f 
ose of the group^j 
lore topics of 
levance under 18 i 
smokers and their 
it with Camel. 
se$ that? 

e the document says that, 
gain, does that fresh your 
(i4) recoH asten at all as any special interest in 18 to 
[is] 20s? 

[i«] A: No. As Isaid yesterday, I wasn’t involved 
[i7] in this. 

U8] Q: How many assistant brand managers were there 

[is] at the time that you were the assistant brand 

120 ] manager for Camel? 

pi) A: I suspect -1 don’t recall exactly, but 

[ 22 ] there were unusually anywhere from three to five 

[23] assistants on a brand. 

(24j Q: On each brand at that time? 

! 2 S] A: Depending on what brand it was. Camel was a 
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(i| larger brand, so Camel would have more assistants. 
( 2 ) A smaller brand would have fewer assistants, 
pi Q: All right.Just to help me out here, how - 
[4] in terms of size, what’s the largest Reynolds brand? 
(St A: Doral. 

[8] Q: Doral. Let’s focus on this time, in 1985, 
in A: I believe it would have been Winston. 

[8] Q: And after that? 

IB] A: Probably Camel. I’m not positive. Camel, 

[io] Salem, but I think - yeah. I think it was Camel. 

In) Q: Camel or Salem would be - 

[i 2 ] A: Yeah, I think it was -1 think it-was 

]i3] Camel. 

[i4] Q: So second or third? 

[is] A: Yeah. 

lie) Q: At least third? 

|i7] A: Uh-huh. 

[is; Q: Do you have any understanding as to why the 
[i9j three exhibits I referred you to this morning have a 
( 20 | focus, or want to set - do set up focus groups for 
pi] 18 to 20s? 

122 ] A: Again, 1 was not involved with this, so I 
[23] cannot tell you the - beyond what the documents 

124) say. 

PS] Q: Okay. And, again, if you’d look at the 
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(ij attachment to Exhibit 16, there's - at the back - 
Pi bottom center of the page is marked RM0005771. 

[3] Do you see that? 

[4] A: Yes, I do. 

is; Q: And under ''Attachment 1at the top, it 
[6] says, ’’Recruiting Requirements": (Reading) 
m 18 and 19 males and 
is] females (20 year old males and 
[9! females are included only when 
[io] enough 18 and 19 year olds 
in] could not be recruited.) 

(121 Do you see that? 

(is) A: 1 see the document says that. 

(u) Q: And, again, do you have any understanding as 

[is] to why a focus group was centered on 18 and 19 year 
[i«] old males or females - and females? 

[it) MR. WILLIAMS: At this time? 

[ 18 ] MR. SHONKA: At that time. 

[is] THE WITNESS: No. I wasn’t involved with 

[ 20 ] this project. 1 don’t know. 

[ 21 ] BY MR. SHONKA: m 

p 2 ) Q: Do have you any understanding today as to 
[23] that? 

P4] A: No, I do not. Other than the documents 
psi themselves. 
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[t] Q: Regarding the - you said there were four or 
P) five assistant brand managers for Camel at that 
PI time? 

w A: Generally, there were three to five 
(si assistants for the larger brands and a smaller 
Pi number for the smaller brands, 
pi Q: All right. And regarding Camel in 1985, how 
[»i many assistant brand managers? 
pi A: 1 ca&’t recajl exactly. I know there were 
[ioi at least thrliiSlfere could have been four, five. 

[iil I just canfre member exactly. 

[i 2 | Q: Wh<NfP|i| recall? 

(i 31 A: I beBteve - ’g4/'85.1 think that there 

(i6j was Cliff |ll^|gl| ; Ned Leary, myself,ipg rhaps - 

(is) can’t rem aiBbSRfo r sure, but it seenw^^^an 

ji5i Schramm^Maybe‘RhondaTatum. Sh|%ould have been. 


[i7] I can’t remrmWT^he exact time fraip 
ns] an assistanfLetroe think. |s 

[is] 1 thinl^^^C'thai's all I can recall 
poi right nosv|l§slil§| 
pil Q: All right. Now, you’ve named fi|§ 
( 22 ] Pennell, Leafy^rourself, Schramm,Tam 
pa] five of you brand managers^ 

p$l A: I jus$g|gagfe&caU. imsd 


she was 


..Were all 
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|an the - who was i&g|j^g|g 
time, again? Mr. CaufteM? 

ractice to have teanfmeet 
had some team r^eeung 
all any frequency? 


m Q: Oka!f| 
Pi the brand ar 
PI A; Rick C| 

(4] Q: Was it J 

(5] A: We mtfj 

pi Q: Do yo^ 

PI A: No. « 

(81 Q: How J 


[8] Q: Ho^yj M^ p five of you peopleri^eelto 
l«] five, whaiev^^^vas, coordinate yoi^c|^^ 

(ioi A: Well, o ucto ss. Rick, would givfc us ou? work 
mi to do, and h|Pwl$ the one who coordinated our work. 


mi to do, and hi 
(121 He was our 
[ij] Q: All rig! 
[u] ail? 
list A: Yes. 



you talk to each other at 


list A: Yes. 

(is] Q: Regarding your assignments? 

(it] A: Yes. 

(is) Q: Did you share information with each other? 

[i9i A: Sometimes. 

poi Q: Were you sometimes grouped together, two or 
pi] three, or two or more of you, working on a 
P2] particular project? 

pa] A: That could happen. I mean, usually we 

[24] worked on our own responsibilities, but sometimes we 

ps] would come together on a project. 
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PI Q: When information was distributed and the 
[ 2 ] written materials were distributed, were they 
p] sometimes distributed to all the assistant brand 

[4] managers? 

[ 5 ] A: I don't know.That would depend, I'm sure, 

[6j on what Rick’s decision - whether he decided we all 
Pl should sec it or not. I mean, that would have been 

[6] his decision. 

pi Q: Was there any effort on Rick’s part, that 
(ioi you were aware of, to keep - to compartmentalize 
[iil the work? 

[121 A: Well, every brand, you know, you have 

[i 3 ] assistants and you have assigned different 

|i4] responsibilities for each assistant. So if that's 

[is] what you mean by compartmentalize - I'm not sure 

(is; what you mean, but we had assigned accountabilities. 

[i 7 ] Q: 1 mean, compartmentalize the work within the 
[i8i brand. 

[iB] A: I don't know what you mean by that. 

( 23 ! Q: By that, ] mean was there any practice on 

[ 2 1] his part to organize the work in such a way that 

[ 22 ] other ~ one assistant might work on a project and 

[ 23 ] other assistants would not be aware of the project? 

[ 24 j A: Well, I don’t think his intent was not to be 

PS] aware of it, but we each had our own 


Page 260 

[i] responsibilities, and there were things 1 worked on 
Pl that none of the other assistants worked on and vice 
Pl versa. 

[ 4 ] Q: Do you recall ever being given an assignment 
( 5 i and being instructed by Mr, Cauficld not to discuss 
|6) it with the other assistant brand managers? 
p] A: No, I don’t recall that. 

[a] Q: In terms of the setup of the brand manager's 
I »1 officer, Mr. Caufield and his staff, how were you 
jio] organized in the - physically? 

|i i) A: We were all on the same floor. 

[i 2 j Q: And how close were you to each other? 

[is] A: Just depended, you know, on what offices 
[i 4 ] came up and who’d recently been promoted. I can't 
(i 5 i tell you 1 recall exactly where our offices were in 
[is] 1984. 

[in Q: Were you spread around the floor, or were 
[ib] you relatively close to each other? 

[is] A: Again, I can’t recall exactly in 1984. It 

[ 20 ] would just depend on, you know, who'd been promoted 

pi] and if an office was open and that sort of thing. 

[ 22 ) Q: Well, what has been your experience at 

[ 23 ] Reynolds? Have people generally who are working on 
[ 24 | similar brands or similar projects been physically 

ps] located near each other? 
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MR. WILLIAMS; David, she’s already said 
they're all on the same floor. 

MR. SHONKA: No, I’m asking for her 
experience at Reynolds - throughout her tenure at 
Reynolds. 

THE WITNESS; Yes. 

BY MR. SHONKA: 


In ip85, w|en you were the assistant brand 
man$|il$l&as Reynolds' marketing efforts for the 
CanjpifeT brand, to your knowledge, directed principally 
towl^iiSS^itchers or FUBYAS? 

AMbe^ve we went over this yesterday, but 

p| Jgfgjbt brands by age gr^yg|lS| that’s 
hovy we do'it, FUBYAS is only ^conceptual 
difffPewIP^nd so my recollecpfcy^pil Camel, is 
that I be lijjf e the target was adult 

srndj^n§g|lfid - primarily, and, stcond^ly, 25 to 34 
mal|§l§lil|rnokers and Camejp&^pnse smokers 
18-plus.That’s my best recollei^^^^what it was 

then, Wssssssd 

It v^^^e^inly that when PPllstlilere in 
1987. my be^^ollec^^^l it was 
aboufJfca&svhen I wksadiere mJ^)84/’b5, as well. 


mm. It was 
J4/’&5,as well. 
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| m Q: When the agency has reported, in those 
P! instances where the agency has reported to direct 
PI marketing or promotions, has the brand group been 
[<! involved as well? 

LSI A: Right. Let me clarify. It’s not that they 
Pi reported to that group, but there would have been 
in individuals at the agency assigned to that specific 
iai accountability who would have reported to those 
Pi people. It '5 not overall thac the agency ever 
[ioi reported to direct marketing group or promotional 
lU y [ii[ group. It’s that they would have had people working 

[i 2 l with them who were accountable to them, not the 
1(13] overall agency. 
i[i4j O; Okay. 1 think I understand. 

[is] In those cases, then, was the - did the 

(16) agency concinue - or did the agency report to the 

[17] brand group? 

[iai A: There always has been an agency reporting to 
[19! the brand.That’s a constant. 

[20] Q: Who selects the agencies? 

( 2 1) A: That has changed over time. 

[ 22 | Q: Say, in 1985, when you were die assistant 
(23) brand manager for Camel. 

[ 2 *j A: Well, it just depends. I selected - oh, 

[ 2 sj not - 1985. No, I was going to talk about 1987. 


in Qrt!j| 
[2; we ham 
pi about $ 
H! establid 
(s; inform^ 
P! you rep 
PI A; Vj 
I®) Qyj| 

pi is: whig 
[io] scheme 
[ii; with? ^ 
(121 On| 

113 ) to? 

(u) A: lu 
[U! the adi 
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^.et me back up foite^^^sterday 
scussion about the marketing area and 
jirious areas of respp$®ffijty, the 
brands, new brandpriarioting 
services and specnTty’pr&ducts. Do 
hat discussion? fess&ssss# 
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Dne thing I didn’t 
i the ad agencies fife 


iyesterday 
|e marketing 


|ho do they report to? Who’do they deal 
testion at a timerWho do they report 


(u) A: It|$^|nds on who you're talking about at 
['$! the ad j|m|||^and what the structure was at the 
|i6| time. In general, the ad agency reports to the 
[in brand team. 

(’«] But at points in time during the last 1 6 
[iai years, we have had a direct marketing group that 
[201 actually developed/created with the agencies. So 
121 ] there would be agency people who worked directly 
1221 with them and reported to them. At times there was 
[23) a promotion group and agency people work worked 
( 28 ) directly with the promotion group. But, in general, 
[25] the agency repons to the brand group. 


(D 1984/85, gosh, I was the assistant brand 
PI manager. I don’t know. I wasn’t involved. It 
P) wasn't me. 

[4] Q: Okay. What about later? In '87, you 

PI started to say that you selected - 

[61 A: We had an agency for Camel at the time. But 

[7) I also selected additional agencies myself to work 

[6j with Camel. But I hadn’t picked the first agency. 

[9] They were there when I got there. 

[10) Q: Yes, 

[in Now, when you say you "picked" the agency, 

[1 2 ] did you have final say? 

[13] A: No. I would say that, in general, it was 

[uj approved by my boss. My boss had to approve my 
[isi decision. 

tie] Q: And do you know if he had to go any 
lit) higher- 
(is) A: I don't. 

[is) Q; - for approvals? 

[ 2 oj Yesterday we had a discussion about 

| 2 t) promotions while you were the assistant brand 

(221 manager. Do you recall that? 

[231 A: Yes, 

PD Q: We touched on it.And you said there was a 
[25] T-shirt promotion in '85,1 believe? 


For The Record, Inc. *« (301)870-8025 


Mi n-tj-Scripts 


(7) Page 26l - Page 264 


ittp://legacy.library.ucsf.efflc(ticKl9oK)fi!Etf)yCWiafflltv.industrydocuments.ucsf.edu/docs/yhjl0001 






LYNN BEASLEY 
VoL 2, June 16, 1998 


RJ. REYNOLDS TOBACCO COMPANY . 

MATTER NO. 009285 


Page 265 


CBeaslcy Deposition Exhibit No. 1 / was 
marked |or identification.) 

f * BY MR. SHONKA: 


(il A: I think what I said was that they - the 
PI promotion group, 1 think it was, came up with this 
PI idea of doing a T-shirt promotion. But I left the 
(4| brand before it was implemented, 
pi MR.SHONKA: I'd like to have this marked as 
Pi Beasley Exhibit 17, 

Pi 
W 
m 

[iD] Q: Thtllill&chibit 17 is a document that has 
[ill been prjpiously marked as CX-909, and it's dated 
(it) April 3. PP§P^| 

MR, VwtLlAMS: Do have you another copy, 

(U] Laura? 

(is; MS. S : No. 

BY MR. SHOjj 
I you to look at 1 
f seen it before. 

(Wit^^^*iews document.) 

A: Ye^^^^ad it. 

im Q: Have you seen the documeni 
( 22 j A: No. 

pal Q: Now^^'^ of ’85, you weri 
pi! the brand? 




nt and 


psj 


A: Ye, 




(U 


Q: T 
pi In fact.yo 1 
Pi August of 
PI A: Yeah 
is] that in fro 
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m 

pi 

:«i 

(91 

(101 

("l 


Q: If it 
MR.WI 
MR. S 
(DoJul 
THEWITl 
MR.WIL^ 
[121 yesterday: 
(isi MR. SH 
I'*] 

(isi 


[i#l 

[»! 



cct isn’t it? 
there until sometif 
elieve? 

it was August. I < 
e, 

help you to refer 1 
: Yes, she was stil 
: - the exhibit 
anded to witness 1 
: Thank you. 

We established that 
was there at that time. 

Okay. 

BY MR. SHONKA: 
r.Winebrenner was, at the 
[i6j time - in April of ‘85, referring to Beasley 
|t7] Exhibit 17, at that time he was Mr. Cauficld’s 
[i«l supervisor; is that correct? 

A: I don’t know. I don’t remember. 

Q: Mr. Lees was in charge of marketing at that 
pi! time? 

PH A: I don’t remember that either. I don’t 

pal remember him as being in charge of marketing at that 

p4] time. 

ps) Q: He was in charge of - do you know what he 


Q: MS. 
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Hi held - what position he held? 
pi A: I can’t recall, no. 

Pi 0: Do have you any recollection? 

( 4 ) A: I mean, he was in marketing. I remember him • 

(si being a director in marketing. 1 was thinking - 
( 6 i it's possible he was head of marketing. I just -1 
Pi can’t remember,There’s been a number of different 
PI people in the position. 

Pi Q: Sure. 

lie) A: I was thinking that John - well, no. Maybe 
tm John became head of marketing later. I just - John 
|t 2 j was head of marketing at one time. 

[is] Q: John meaning - 

[ 14 ] A: Winebrenncr. 

[is] Q: - Winebrenncr. _ 

[16] A: So I - 

[1 7 ] Q: You’re not aware of Mr. Lees ever being 
(iai demoted, are you? 

[is] A: 1 don’t think so. I don’t think he was 

poi demoted. But, I mean, I - 

pi] Q: All right. Let me represent - 

[ 22 ! A: -1 don’t know. 1 haven't followed his 

(23) career. 

[24] Q: Sure.Well, let me represent to you that in 
psi 1983, at least early ’84, he was in charge of brand 
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[i] marketing for all the brands. 

pj A: Harry, you mean? Or - who are you talking 

PI about Harry Lees. 

Pi Q: Mr. Lees. 

[5] A: Okay. You're representing that to me? 

[6] Q: I'm representing that to you. 

[7i A: Okay. 

IB] Q: Now, would Mr. Winebrenncr have worked for 

pj Mr. Lees at that point? 

HO) A: Probably, I just don't recall the exact 
im order. 

[i 2 ] Q: And in ’85 you reported to Mr. Caufield? 

[is] A: Yes. 

[ 14 ] Q: All right. 

[is] If you look at Exhibit 17 - 
[is] A: Uh-huh. 

[i7] Q: - it refers to the development of a backup 
[ 16 ! advertising campaign. Do you see that? 

|i»l A: Yes. 

( 20 ] Q: Do you have any recollection of the 
pi] campaign? 

( 22 ] A: No. I don't know what the campaigns were. 

[ 23 ] 1 knew they were working on it, but I wasn’t - I 
P4] never saw this. 

ps] Q: Could I ask to you look at the next to the 
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|ij "Camel Advertising Development 'White Paper.'" 

PI I ask the witness to take a look at the 
PI document and tell me if you can identify it. 

!<! MR. WILLIAMS: Weil, you’ve just identified 
I5| it. You mean, if she's seen it? 

(6) MR. SHONKA: If she can identify it further, 
pi MR. WILLIAMS: Well, when you say 
m "identify" - has she seen it before? Does she know 
(9i anything about it? Is that what you want? 

[ 10 ] MR. SHONKA: I want to know if she can 
(iii identify it further. 

(i 2 ) MR. WILLIAMS: Well, we want to know what do 
(i3l you mean by "identify." Let's not screw around. 

[Hj We re wasting time. It's been identified. 

[isi CWitncss reviews document.) 

(i6| THE WITNESS: And your question is? 

(it] BY MR. SHONKA: 

(isi Q: Can you identify the document further? 

(isi A: I’m aware of this document, yes. 

(sol Q: You've seen it before? 
pi] A: Yes. 

(221 Q: When? 

123] A: In - back when I was on Camel in 1987. 

[ 2<1 This was prepared in 1987 by the marketing research 
I25j group on the Camel brand, when 1 was senior brand 
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tn manager of Camel. 

( 2 ) Q: Was it prepared under your supervision? 
(31 A: No. I was - it was prepared by the 
Pi marketing research group. I was aware of it, 
pi obviously. 

(6] Q; All right. If you look at page 2 of the 
Pi document, what it’s numbered page 2 - 
is] A: Oh, number page 2? 

Pi Q: Yes. Bottom center it says "page 2." 

[io| A: Yes. 

(11) Q: Do you sec under topic - under item B, 

(1 2 ) there's a bullet point, the first bullet point, and 
pal it says: (Reading) 

(i<) Between March 1985 and 
[is| January 1986, Camel executed 
(isi continuous promotions against 
(i7] younger adult Mid-west Sales 
(isi Area male smokers.These 
[i9] included: Buy one get one 
t»i free’s, a "six pack” offer of 
( 2 ij Camel, buy three get three 
( 22 | free with coupon inserts, a 
(23) French Camel T-shirt offer 
p*l through a toll free number. 

(2si Do you see that? 
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A: Yes. 

Q: Now, you were still the assistant brand 


w 

R! 

pi manager in March of 1985? 

(<l A: Yes.The T-shirt promotion did not run in 
is] March of 1985. It ran in December of 1985, when I 
lei was no longer an assistant brand manager, 
n Q: All right. Did you work on the development 
[s] of theT-j 

(9] A: As ] 

[10] that was u*i&sP9evelopment as an idea, but I left 

[til the branc^Before it reached the implementation 

[i 2 | stage. So there.But 1 do remember being 

[is] a part of «f yes. ^ 

Q: Wetfliikgpdid you do? What' 


1**1 
[is] in it? 


: offer? 

|told yc|i yesterday, I was aware that 


[i«l 


A: Thtj 



promotion group was cor 
[(7] list of idJlPiPnll as promotions fo| 

[iB] that was one of mem. | 

Q: Ca bo rate on that? 

A: NoJ 

Q: The promotions group, who ~| 

A: Prom quip ns people who were assignejl in the 


l'9] 

[ 20 ] 
pi] 

172 ] 

[23] promotion j 
Q: Do yo. 
A: I ju 



P4] 

PS) 



the Camel brar 
.ember anyssf theii 


emem 



ich oWit was, no. 


Page 274 


[i] Q: Did 

Pl idea to youF 
PI 
pi 
|5) 


A: Yes. 
Q: Did t! 
A: I don 
Q: Do yi 
Pi promotio 
pi T-shirt? 



PI 

[101 


A: Nor 
Q: Do 
[ii] who were 
[i 2 l topics of E: 
A: Not t 
Q: So th 
[isj Camel T-sh 
[id MR.WlLlfi 


[ 13 ] 

[ 1*1 



resent the French i 


11 you where the i> 
mber that, no. 
e any understand! 
le got the idea for 


Shirt 



: from? 

ere the 
repch Camel 

cople 



ecall. 

bw if they were tall 
g with the focus groups that were the 
its 11 and 12,1 believe? 
nowledge. 

e up with the idea of the French 
ncousiy? 

•bject.That’s not what she 
[it] said. She said she doesn't know, she doesn’t know, 

[in she doesn’t know.That doesn't lead to the 
[iB] conclusion that it was spontaneous. It just 
po] combusted, you know. Come on, David. 

PU THE WITNESS: I do know they had a list of 
P 2 ] promotions. I remember that. And this was one of 
p3] the ideas.That's what I recall. 

8Y MR. SHONKA: 

Q: Did you approve the idea? 


P4J 

£2S] 
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[ij A: No. I don’t remember approving the idea. I 
[ 2 ] remember it being in development among a lot of 
pi ideas. And I left the brand and they obviously ran 
W it. but I don't remember it being in its final 
[S] stages to approve. 

Pi Q: Did anyone talk to you about the French 
p] Camel T-shirt, voice any concerns to you about the 
(s: French Camel? 
p) A: No. 

do) Q: Did anyone indicate to you at any time that 
[ii] the French Camel marketing tests had indicated that 
[t 2 ] it may skew too young? 

(13) A: No. Again, I wasn’t - if you’re referring 

[14] back to those little focus groups, I wasn’t aware' of 
[is; them and did not have any discussions on them, 
ns] Q: No, actually I wasn't asking about 

[i7] discussions in the focus groups. I'm asking about 
[is] theT-shirtS which ran, apparently, a month later, 

!iB] according to the date on this memo, 
po) A: No, I don't believe that’s accurate. 

PU Q: The ideas were developed - not developed in 
( 22 ) March of '85? 

123] A: No.This says between March of 1985 and 

124) January 1986 Camel executed continuous promotions, 
ps] It means for that whole time period these promotions 
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[i] were executed. 

Pi The actual the date when the T-shirt ran, I 
pj would - believe, was December of ’85/January of 

[4] '86. It was at the end of that period. 

[5] MR. SHONKA: I’d like to have this exhibit 

[6] marked as Beasley Exhibit 19. 

m (Beasley Deposition Exhibit No, 19 was 
PI marked for identification.) 

[9] BY MR. SHONKA: 

tin] Q: I'll ask the witness to look at the document 

[ii] and identify it, if you can, 

[i 2 ] (Witness reviews document.) 

[is] BY MR. SHONKA: 

[i4] Q: Can you identify the document? 

[is] A: Yes. 

tie] Q: Will you do so. 

(i7) A: It's a document to me on promotion response 

[iBi evaluation for a sampling program.That’s not the 

[is] same promotion, by the way, that’s in this document, 

po] That’s a different promotion. 

pi] Q: When you refer to "this document" - 

P2] A: This white paper document.This is - 

pa] Q: You’re referring to the Exhibit 18? 

p4j A: Exhibit - 

PS] MR. WILLIAMS: Eighteen. 
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(t| THE WITNESS: Eighteen. 

(?) MR. WILLIAMS: Well, in particular, she’s 

Pi referring to, I believe, the T-shirt offer that you 
W referred her to, 

[sj THE WITNESS: That T-shirt offer, this is 
16 ] a - this is a promotion that was executed in 
(7] stores.That’s why it says "in the Midwest sales 
m area#That<§ - geographically, that’s pan of our 
isj sales force.^his was a retail promotion.This was 
[! 0 ] a - 

mi M^WILLJAMS: Now, when she's on "this," 

M2] she’p§!iiP$l|iibit 19 . 

[i3l THE WITNESS: I'm sorry. Exhibit 19 is 


[i4] talh$p!$pSt a sampling progr| 
[isj in n|^|||§js and bowling cents 

[is] Houston, Phoenix, and San Ante 

[it] BY MR. Sj 
[tsj Q: And up an offer that invoj 
[is; Camfr^pirt? 

I 2 il Q: In reference to Exhibit l$j 

(22] A: I'm.5orry? 

1231 Q: Ir|£^?er|riced to Exhibit 1* 


(isj in n£> 


tthat i was conducted 
sSliilenver, 





[i] AtnsfTmRway, yo 
12] people?"®^ 

PI Q: Yj||y| 

w A: M*§vmScales. 


[way, you asked me| 


Page 278 
le promotion 



isj Q: 
is] T-shirt?^ 
m A: VCp 
isj You jy&fi 
[9] Q:^0| 

lioj A: It rgggfrs hed my memory that Melvin Scales 
[ii] was a j^romotion person. 

[is] Q: D^you remember anybody else? 

[i3l A: Y<^Hp&>king at the document, I remember 
[i4] Charlie J|g||p and Melvin Scales. 

[is] Q: N &afasfl iag it - referring to the T-shirt - 

liej the French Camel T-shirt that is the subject of 

[i7] Beasley Exhibit 1 9, do you recall Mr. Scales or 

[i«] Mr. Sharp making a presentation to you regarding the 

[is] use of the French Camel for that T-shirt? 

[ 20 ] A: You mean for this promotion? 
pi] Q: The one referenced in 19. yes. 

[ 22 ] A: The one referenced in Exhibit 19, making a 

[23] presentation to me on this promotion? 

124] Q: I’m sorry. Would you - 

[25] MR. SHONKA: Just so the record is clear, 


^Scales discussed the French Camel 


p was one of the pKnrKmsii people, 
ae who the promotcnPirople were? 
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in could I ask the court reporter if I - Exhibit 19 
[ 2 ] is - is that the label on the document dated 
PI June 18. 1985? 

[4] MR. WILLIAMS: Yes.Yes, it is. 

[5] MR.SHONKA: Okay. 

tel To eliminate any confusion at all, let me 
[7j say for the record that Exhibit 19 is a memo to 
(si Ms. L.J.Breninger, dated June 28,1985, from M.J. 

Pi Scales. 

[to] Now, can you repeat your last answer or 

[11] should 1 have it read back? 

[1 2 ] A: I don't remember what we were ... 

[13] (Whereupon, the answer was read back by the 

[14] court reporter as follows: 

[is] The one referenced in 
[i6j Exhibit 19, making a 

[i7] presentation to me on this 
[is] promotion.) 

[19] MR. WILLIAMS: You asked if she had been 

[ 20 ] involved in a presentation. 

tan BY MR. SHONKA: 

[ 22 ] Q: If you received a presentation from 

123) Mr. Scales or Mr. Sharp regarding the use of the 
[24j French Camel on a T-shirt. 

[25] A: Again, as I told you, we had discussions on 
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[i] it. I don’t remember if it was in a presentation 
PI format or not. 

P! Q: When were the discussions? 

[4] A: While 1 was working on Camel in 1985. 

|S| Q: Do you recall anything of the discussions? 

(sj A: Not really. I mean, it was an idea they had 
m for a promotion. 

[6] Q: Who approved the use of the French Camel 
[9j T-shin that is the subject of Exhibit 19? 

lioj A: For this sampling promotion? 

Mi] Q: Yes. 

[1 2 ] A: I don’t know. 

[13] Q: Would you have approved it, or would it have 

[14] been approved by somebody above you? 

[is] A: 1 don’t recall at that time what procedure 

[16] it was. It could have been the promotion group 

[17] could approve it on their own. It could have been 
[is] that I had approval. It could have been Rick had 

[19] approval. It was a long time ago, and who gets to 

[ 20 ] approve a promotion changes over time, and I don’t 
pi] recall. 

[221 Q: Do you recall any discussions at all about 

[23] the French Came! skewing too young? 

[24] A:No,Idonot. 

PS] And, in fact, I think in this document it 
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(ij points out that “finally the largest group of 
pj respondents were age 25 to 34. making up" - 
PI Q: This is a male - 
[*j MR. WILLIAMS: Wait.You cut her off. 

[sj MR. SHONKA: Go ahead. 

16 ] THE WITNESS: - "25 to 34, making up 
Pi 43 percent of the total respondents." So - 
I »1 MR. SH<^NKA:^his is a direct marketing? 
pi MR. WlUy^M&^David. 

[to] MR. SHOfpIrcrrm sorry. I thought you were 
lit) finished. L_J' 

[<21 B Y MR. SHONKA: 

[is) Q: Were you finished? 

p*j A: I waf to read this. j 

fis) Q: Oka^^^^^ad. 

I’ 8 ) A = O ka )|yliife> ?L 


[is) Q: Were vgu finished? 

[u] A: I wa$’j u^gSing to read thi 
[is) Q: Oka^^^^^ad. 

[i6) A: Oka v4tRcadm e) 

[in Finally, ; ihe largest 
[i«) group of re^p^df ms were 25 
[i9j to 34, ntal^^^^3 percent of 
[ 2 oi the total rffpcmtNnts while 
pi) our key target group, aged 21 
[ 22 i to 24, accou^fegUpr 25 
pal percent. $1 
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p«j So I think th| 
psi skewing t<P® 


HI MR.SHOt^ 
P! "skewing to C 
Pi MR.WILLli 



fcidcnce 

i s target 


|movc to Strike thegj&S 
si’s target as intended.’^ 
^Denied. 



[4) MR. SHONjfeA: I’m just stating it fo ithc. ’ 
pj record. '^§§ i> : \ 


Pi Q: Exhibit 
[b] does it no^ 
Pi A: Yes. 

[io) Q: And an 
[it) anyaudienci 


BY MR.SHONK 
fers to a sampling j 


[ioj Q: And are^^pling programs conducted toward 
[it) any audienc^||0er 21? 

M 2 ) A: No.the^are not. 

[i3j Q: The adp§l§iing code prohibits that, docs it 
[i4j not? 

ns) A: Volunt^gSS&^rtising code is - restricts 

[is! sampling to adult smokers 21 years of age and older 

[i7] who would not want to receive a sample, 

[i»i Q: And the French Camel T-shirt that is 
[isi referenced in Exhibit 19 was part of an offer in 
[ 20 ] conjunction with the sampling program, is it not? 
pi) A: Yes, it is. 

P 2 ] Q: And, therefore, it was directed to 21 and 
[23] above? 

P4] A: Yes. As our promotions are. 

[zsi Q: Yes. 


in A: Twenty-one and above adult smokers, 
pi Q: Ms. Beasley, in addition to this - to the 
pj French Camel T-shirt that is referenced as 
|4i Exhibit - referred to in Exhibit 19, did you work 
(sj on any other French Camel related projects in 1985 
(«] while you were with - while you were an assistant 
[7] brand manager for Camel brand? 

Pi A: Again, all I recall is the development of 
Pi the French Camel T-shirt promotion that the 
[io] promotion group was talking to me about. And I 
ini believe there was some discussion about a lighter, 
[i 2 i too, but I don’t remember the specifics of it. 

[isi But that's all I recall. 

[u) Q: And did the lighter that you - to the 

[is] extent you recall, did it-involve a French Camel? 

[i6] A: I think it - I don't remember if we ran it. 

[it) I don't remember what we did with it. But I 

fi6] remember discussions about it being on a lighter. I 
[i9j cannot recall the specifics of it. If it actually 
pul ran or not, I can’t remember. 

[ 2 i| Q: Following your - after you were the 
[221 assistant brand manager for Camel, your next 
p3] position was Century - brand manager for the 
p4j Century brand. And, after that, a senior brand 
psi manager for Century, Bright, Doral, Sterling, and 
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[i| Magna; is that correct? 

P! A: Yes. 

pj Q: And then you returned to the Camel brand in 
t*l June of '87? 
tsj A: That’S correct, 

pj Q: As brand manager? 

[7] A: Senior brand manager, 

pj Q: Senior brand manager. 

Pl In the period between 1985, when you left 
[io] off as the assistant brand manager, and your return 
MU to the Camel brand, did you do any work involving 
(i 2 j the French Camel at all? 

[is] A: No. 

[i4] Q: Do you recall attending a group session in 
(is) Florida in 1986? 

(is; MR. WILLIAMS: What do you mean by "group 
(i7) session"? 

da] BY MR. SHONKA: 

li9] Q: Do you recall attending a planning session 
[ 2 oj of any sort with marketing people in Florida in 
pi] 1986? 

pzj A: Yeah.There’s a lot of planning meetings, 
psi Of course I - I’m sure I attended planning meetings 
[24] in 1986. 

| 2 S] Q: Okay. One that was focusing on generating 
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Q: I think you can put that one away. 

MR. WILLIAMS: How about 19,18, are you 
done with those? 

MR. SHONKA: Probably. I’ll give you time 
to find them, if I’m not, if 1 need to get back to 
them. 

8Y MR. SHONKA: 


Q: Ms.I^asle 
then, injtjne of *; 
that corre 
A: Yes. j 
Q: At 
the repos 
A: Yes 
Q; Wh 
A: Tha 
Q: Had 

future of the Wo 
A: Tha 
in the U.Sj 

Q: Had a decision been made to ti 
campaign? 

A:A deci been made to t 



you returned to the Camel team, 
as senior brand manager; is 


| had a decision been made about 
of the brand? 
say so.Yes. 
decision been? 
rafnd needed to be n 
ions been made 
campaign? 
ot working for th 


we could fin 
don’t just 



ething 
e a ca 
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run. 

Q: Yes. 
Work was - 
then, on atte 
replacemem 
A: Yes. 

Q; And I’ 
"World cam] 
thing? 

A: TheyYi 
Q: Okay. 
Do you kno 
terminate th 
A: Again, 
MR. WILLI 
THE WITN 



ork already in pro 
g to develop new £ 
iaigns for the Bob 



two terms here 
and "Bob Beck.” 

'same thing. 



e same 



o had made the decision to 
Beck campaign? 
n’t like - 

You’re not listening. 
tWasn’t like the decision 
was made to terminate it.There was a decision made 
that we need something else.You don’t make the 
decision to terminate until you have something else 
to run. 

BY MR. SHONKA: 

Q; I misspoke. 

Who had made the decision to replace the Bob 
Beck campaign? 

MR. WILLIAMS: The same- 
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ID BY MR. SHONKA: 

[ 2 ] Q: To replace the Bob Beck campaign as soon as 
PI practical? Is that a fair statement? 

(*1 A: I wouid say that it was the decision to look 
[5] for a different campaign because that one wasn’t 
I6i working.There’s no decision to replace or 
Pi terminate until you have something else that you 
[81 want to run. 

01 Q: Who had made the decision to look for an 
[io! alternative campaign? 

:pij A: I don’c know. 

(i 21 Q: Oid you agree with that decision? 

(i3l A: Yes. 

[Hi Q: What was the state of the planning for a new 

[is! campaign when you arrived at Camel in June of ’87? 

(is) A: New campaigns were under development. 

(i7) Q: And what campaigns were under development at 
[i6] the time that you arrived? 

(i»i A: I don’t recall their exact names. I’d have 

( 20 ] to refresh my memory with old documents to remember 

(21] the campaigns. 

[221 Q: Do you recall any of them? 

(23) A: I think there was a campaign that was 

[24] "Camel, Never Ordinary,” or something like that, or, 

I 2 S] "camel,You Can’t Fake It." But, you know, I’d have 
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Ml to look at old documents to know exactly what they 
(21 were. Which I'm sure you have. 

PI MR. WILLIAMS: That’s his specialty. 

(4) MR. SHONKA: In feet, I’ve been in that 
is; area. 

( 6J BY MR. SHONKA: 

Pi Q: Do you have - let’s try this. Any - had 
(6] planning reached a point where the brand had 
[»l developed the contours for a new campaign? 

[loi A: Contours? I don’t know what you mean, 
ini Q: The criteria for a new campaign? 

H 2 ] A: I’m certain that the brand group was using 
li3l criteria to develop a new campaign. I’m sure they 
(i4] had criteria. 

[is] Q: Or guidelines? 

[isi A: Guidelines, criteria. I'm sure they were 
[i7i working with something. 

Me) G; Objectives? 

[i9! A: Again, I’m certain that the brand group 

[ 20 ] had - whether they called it objectives or criteria 

[ 2 1] or guidelines - I don’t know what they called it. 

[ 22 ] But I'm certain that they had, you know, a framework 

[23] by which they were developing a new campaign. 

[241 MR. SHONKA: I'd like to have marked as the 
PS] next exhibit a document that has previously been 
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m 


marked in this case as CX-933.1 believe this makes 


pj it 20? 


PI 

Pi 

!*! 

[«] 


MR. WILLIAMS: No, we had 20, 

MS. SULLIVAN: It’s 21. 

MR. SHONKA: Twenty-one. 

(Beasley Deposition Exhibit No. 21 was 
n marked for identification.) 

(at MRrWIL\IAMS: Well, what do you know, here 
(»! are \he objectives. Where are the contours? 

[io] MF^SSiwNKA: Guidelines. 

WILLIAMS: Guidelines, strategies. 
MffPsm^NKA: Is that a stipulation John? 
IvfewiLI^IAMS: No, 

BY MR. SHONKA: 

; would you tajogpPli!B|k at 
nd tell me if you hive seen it before. 
MS: Actually, it: 
don’t know.Wouljjj 
KA: I have no idea 
reviews document 
MR. SHONKA: For the recorf 
( 22 ! witnesses.reviewing the docuij 
P3] previopflfy narked as 933. It is jj 
p<] March|$i^86, to N. lai| 

AMS: &S»£rhe; 


l"l 
|i*l 

[ 13 ] 

[ 14 ] 

t'S] 

[i6] Exh; 
!>71 
[is] stipi 
[191 
poj 
P*l 







ipulate? 


lithe 
as been 
rhS dated 


PS] 


tguy that was 



Page 294 



cument 


uple of weeks agi 
NKA: From R.T. Ca 
BY MR. 
aslev, have you seej 

n it in litigation, 
ve not seen it in - si 
the senior brand i 
sn't - in 1986,1 ■ 


for Camel? 
Camel. 

ou made aware of Exhibit 5 26 (sic) 
ame the senior brand manager for Camel? 
saw it, first time, in litigation, 
you please take a look at the second 
paragraph number 2 on the fust page, 
ading) 

Overall, Camel 
(in advertising will be directed 
(i9| toward using peer 
(:9| acceptance/influence to 
po] provide the motivation for 
pi] target smokers to select 
[221 Camel. 

p3] MR. WILLIAMS: It’s actually the paragraph 
[24] numbered 2, which is the third paragraph, 
ps] MR. SHONKA: Thank you. 


l>3) 

;tii paragi 
[is] And it 
MS] 
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[,| BY MR. SHONKA: 

pi Q: (Reading) 

Pi Specifically, advertising 
m will be developed with the 
[si objective to convincing target 

[ 6 ] smokers that by selecting 

[ 7 ] Camel as their usual brand 
Pi they will project an image 
[ 9 ] that witl enhance their 

[to] acceptance among their peers. 

[it] Do you see that? 

[t 2 i A: 1 see the document says that. 

[oj Q; Do you understand that to have been an 
[ 14 ] advertising objective of the Camel brand at the time 
(is; you took over - - 
[i 6 j A: No. 

(i 7 ) Q: - as senior brand manager? 

[is] A: No. Again, I had not seen this document 
(is; before litigation. 

120 ] Q: That wasn't the question, 
pi] A: Oh. 

[ 22 ] Q: The question was: Is the objective 

p 3 ] identified in paragraph 2, was it an objective in 
p4] June of '87 when you became senior brand manager? 
ps] A: No. My understanding -1 would not have 
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li] worded it this way. My understanding, when I came 
pj to the Camel brand, was the objective was to develop 
PI a relevant campaign for target smokers, which were 
Pi 18 to 24 male competitive smokers, 25 to 34 male 
[si competitive smokers, and Camel franchise smokers 
p; 18-plus. So develop a relative campaign for them. 

( 7 ) I would say that was the advertising objective. 

Pi Q: And did you understand that any relevant 
p] campaign that would be developed would be one that 
lio] would be directed toward using peer influence, 

[in acceptance influence to provide motivation for 
(121 target smokers? 

[ 13 ] A: Again, if you look at - if you read the 

[1 4 ] second sentence of this. I think it describes it 
[is] more accurately. It says, "specifically.' 1 In other 
[i6| words, I think, defining the first sentence, it 

[17] says: (Reading) 

[is] Advertising will be 

[18] developed with the objective 
po] of convincing target smokers 

[ 2 1] that by selecting Camel as 

[ 22 ] their usual brand they will 

[23] project an image that will 

[24] enhance their acceptance among 

I 2 sj peers. _ 
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11 ■ » I » »J « * 11 * 










[it] marketing cam 


pi) true or not. 


[i] you want. La 
pj want it to bff 
Pi people aroui 

PI they adopted 

[S] Q: Cigare^ 

!«] brand, is an | 

pi A: Yeah, fl 

Pi definitel>nFr| 

[9] Q; Ms. Bel 

tio] Bob Beck 

[iij on individu| 

[i 2 i A: I wou| 

113 ] Q: And w 

$ 

[I*] image of stai 


he of the 
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j&u want relevant advertising. You 

t if someone adoptsdpli&nd, the 
cm don’t think bai|^EyfT^em because 
^ brand. 

marketing is an - forCameL^ 
ylf marketing campafgnT 
mage and product. Rt-t ' 
ms image, yes. E^JL^i 
W, the Bob Beck camPnffWthe 
^Sgn, was that a campaign that focused 
m 


[1 3 ] Q: And wnsiTa campaign that projected an 

[14] image of stind mfe ap art from the crowd? 

[is] A: Well, fHHfly. I mean, you know, 

[ 18 } there's - that's a kind of judgment call. 

[i 7 ] Q: Okay. What is the reason for the shift from 
[is] individual Bob Beck campaign to a peer influence 
[is] image campaign? 

[wi MR. WILLIAMS: Whoa, whoa.I'll object, 
pi) There’s no foundation. She hasn't said that there 
[ 22 j was a change from an individual Bob Beck to a peer 
pa] influence campaign. 

[24, BY MR. SHONKA: 

PS] Q: Did you say that any - 


HI MR. WILLIAMS: Any image campaign. 

[ 2 j MR. SHONKA: Any image campaign. 

Pi MR. WILLIAMS: Acceptance among peers. 

[4j That's what she said. 

is] MR. SHONKA: Thank you. 

(6 , BY MR. SHONKA: 

[7i Q: Is that correct? 

Pi A: Yes. 1 said that for any image campaign, a 
[ 9 ! Criteria would be that, for those people around you, 
;io] once you adopt the brand, they don’t think badly of 
HU you for adopting the brand. 

[i 2 ] Q: And did the Bob Beck campaign meet that 
[la] criteria? 

;i 4 ] A: I would not say itjnet the criteria well at 
[is] all, because the campaign really did not project a 
|i6] very positive image. And, as a result, if it 
|i 7 ] doesn’t project a very positive image, then, when 
Mai you adopt the brand, people don’t necessarily think 
[is] that you made a good addition. 

[ 20 ] So, I mean, it’s by degree.There's nothing 
pi] that - you can't say yes or no. It's a matter of 
[ 22 j degree. 

(231 MR. SHONKA: I’d like to have the - an 

[ 24 ] exhibit marked as Beasley Exhibit 22. It is a memo 

ps] dated February 26,1987, from E.A.- from E.A. 


Pag 

[i] Horrigan, H-O-R-R-I-G-A-N.Jr., to G. H. Long. 

,21 Mr. G. H. Long. 

pj (Beasley Deposition Exhibit No. 22 was 
j w marked for identification.) 

(£] (Witness reviews document.) 

)S] BY MR. SHONKA: 

n Q: Ms. Beasley, have you seen Exhibit 22 
Pi previously? 
la] A: No. 

[io] Q: I'd like to draw your attention - well, 
mi first of all, at that time Mr. Horrigan - who was 

[12] Mr. Horrigan? 

[1 3 ] A: I think he was CEO. 

[14] Q: Of the tobacco company or of RJR Nabisco? 

[is. A: I am thinking either - but I’m not sure on 
[is] this - either the tobacco company U.S. or the 

Ii7) tobacco company U.S. and international. But 

[18] probably U.S. I don't know, You probably have 

[19] something that tells you.And I don’t know, 
pal Q: And Mr, Long? 

pu A: You know, he - maybe president of the 

p2] tobacco company. Maybe head of marketing. But I m 

P3| not sure. 

[34] Q: As between Horrigan and Long, who reported 
psi to whom? 
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[ij A: I think Long reported to Horrigan. 

pi Q: Okay. 

Pi If I could draw your attention to the second 
W sentence in the memo where Mr. Horrigan says: 

{*j (Reading) 

is] I continue to feel uneasy 

Pi abq^j the^significant change 
ia] in g'tlvertisVig direction for 
(9j Car^:®jwJ'would appreciate it 
(io) ver^much, Jerry, if you and 
lit) Dic^^|ter on Clyde 
tu) Fitafegrald <vould keep me very 
[ia] mutest loop on the ^ 

[ 1 *] dec| : 5 j©j|yhat we make with \ 

(is] reglraWCamel advertising, ipP** * 

(i«l Do Ig^f^g^ihat? «>.- 

(in A: Yes, ^tfee that. |"1F ^ 

(i9) Dfi ^og^ u have any undcrsIsimmTglDf what it was 
(i9) in of ’86 - ’87, that -|^y||jj§ie change 

po) in direction of the Camel advqaku|fk|jhat was 
pi) makir^ Mr. Horrigan uneasy? ■ 

C 22 ] A: ^gsdon’t.The only thi 
pal from tKyLmwio, 

P4j say s, 'ffiteTj at the 
i 2 si infw Camel Posters ca 



ID movie 


an old movie lool^^tOhd it had - 
|ai|men in it. It had a rpa|ggPbld movie 
$§©k, a movie poster kp^oN^ok.And so 

S ave been someihf»jg“®th$t was one of 
ns - new campaignsthatAms under 
t for Camel. 

Whe must have had s&Sfii^Bjiervation 
®il have no idea whai.si&ce fre doesn't 


Sid movie 


Pl kind of 
(4) there $ 
[sj the car 
[sj dcvelJj 


Pi aboiifpn(t|l have no idea wharsihee jhe doesn't 
PI say, biJSi# 

[io| Q: 

HD The PS^SFs campaign - is the correct name 
(i 2 ) for it?Jj^^ 

(i4) Q: Wslhaj under development in June of '87, 

(is) when^frimved at Camel? 

[is] A: I think it was still under development. I 
(i7) mean, I can't remember the exact time frame, but, 

(is) yes, I looked at it. I mean -1 don't know if 

(19) they'd already decided they weren’t going to do 

[ 20 ] that. I can't remember. 

Bn Q: When you say "they" decided, who would have 
R 2 ) made the decision not to go with - with the 
R3] campaign? 

[Z4j A: Well. I don’t know-. It could have been the 
125] brand group. It could have been anybody in the 
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chain of command. 

Q: All the way up to Mr. Horrigan? 

A: Sure. It could have been.You know, I have 
no way of knowing. I just ... 

Q: Ms. Beasley, your answer says that you 
assume it referred to the Posters campaign. 

A: It says that at the top. 

Q: You base that on the handwritten notation at 
the top? 

A: Right, 

Q: Are you certain of that, or is it based 
entirely on - do you know that? 

A: I'm - 

Q; That the reference is - 
A: Again, I’m jDst looking at this document, 
which I’ve never seen before, and I'm reading what's 
on the document. And what it says on the document 
is "File: Camel Posters Campaign." And I've 
described the Camel Posters campaign for you, 

Q: Yes. 

Can you think of any other campaign that was 
under development at that time? 

A: Again, as I told you, I think there was this 
"Never Ordinary" thing or "Camel.You Can’t Fake 
It," but I can’t remember exactly what they look 
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Q: Okay. Does the term "Maverick strategy" 
mean anything to you? 

A: Well, "Maverick strategy," you know, that 
would be kind of the independent, individual thing. 
That might be another word for it. 

Q: In connection with the campaign developments 
that were under way when you arrived at Camel. 

A: You know, could have been a word used. 

Again, it's kind of a word you think about when you 
think of individual, independent. 

Q: Does it bring to mind any particular ad 
campaign that was under development at that time? 

A: No. 

Q: When you arrived at Camel, had a decision - 

MR. WILLIAMS: This is in '87, right? 

MR. SHONKA: In *87. 

Unless I say otherwise, from now on let's 
assume that we're talking about the period as the 
senior brand manager for Camcl.All right? 

THE WITNESS: All right. 

MR. WILLIAMS: That's very good news. 

MR. SHONKA: Go from there forward. 

You like that, John? 

BY MR. SHONKA: 
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[ij Q: When you arrived, had any decision been made 
PI regarding celebrating Camel’s 75th birthday? 
pi A: Well, we were talking about it - the brand 
w was talking about it.You know, it would be nice if 

is] we could. It would be great if - I mean, it’s a 

it] 75th birthday/anniversary coming up. 

[7] Again, it's the kind of thing where you 


(8) can’t decide to do something until you have 
Pl somethi^^^^^ant to do. So there was discussion 

(10) going on*about could we, that sort of thing. 

(11) Q: W^^n^cussion in regard to the 75th 
[i*l birthdayl&iatcd'to a replacement for the Beck 

(13) campaigi^|g£ it more a supplemental - 

[14] A: If v|a^ interim effort.Yo^tac#, 

[is] you onlynrawT^you celebrate a birffSily Slice a 
tig] year. So |BHd only run it that ypr. Seat's 
[i7] obviously an ingsfim effort. I "' T' • 

EiB) Q: And§§jtoa|jlproposals were outSiS^I^^ at that 
[19] time birthday cclcbra^^’^^y? 

po] A: I canTirecall the exact uming|^j|cm 
pil know,the (Jiscussion was going on jf-ana\slien I go 
p2] to the brand^semember having m^^S^vith the 


p 2 ] to the brand^pBstnembe 
[23] agencywhfcrethlyshot 
P4] celebrate tfe/$th anniv 
psi working^m^^w' before! 


Sugart’. But s 
H^There?! 


hen I got 
ivith the 
)w you could 

ey 
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[ij the senior brand manager, 

pi THE WITNESS: When did - I’m not sure what 

Pl you’re asking me. When did I have the idea of- 

[4] BY MR. SHONKA: 

[5] Q: When or how? 

(6| A: We were at a set of focus groups - they 
Pi were promotion focus groups - in mid July, and we 
[8] were shown a bunch of different ideas. And one of 
PI the ideas brought to the group was a poster that 
tio) French - that poster we looked at earlier, 
ini Q: Exhibit 10? 

Ii 25 MR. WILLIAMS: Yes. 

[i3] THE WITNESS: Yes, Exhibit 10. 

[«] And these - this was - fabulous response 
(is) to it.The group thought it was very fun and it 
|i6| represented the brand well, and they thought it was 
[i7] real entertaining that it was a camel smoking and 
[i») the name of the brand was Camel. 

[is; And so 1 was in watching the groups.And I 
[ 20 ] thought to myself, let’s try and use this poster as 
pi] a starting point for developing an idea around 
[ 22 ] celebrating Camel's 75th birthday in 1988. 
t 23] BY MR. SHONKA: 

p 4 ) Q: Where were those focus groups held? 
ps] A: I don't recall. 
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PI remember.^ 
pi Q: WhatjS 

p] A: McCas 

Hi Q: Who | 

[5] A: Are yo 

id Q: Was tH 

[7] A: Yes. P 

[8] Q; WlfPS 

PI A: Barry^i 

[io] Q: And ys« 

MU A: The CS 

(121 Q: I meal* 

[13] birthday cel 

[14] A: Again| 
t«s) remember! 


I#k SO, but... 

|ei|cy was involved at th^p 
liSSfickson . jPwWWKVUW 

M ^C^nn? |i2bmm»)£w 

Pftkijig me the account pcop 
life principal contact^lilP& 


cCann? 


SS&svas McCann working on at that time? 
stggsf brand. 

! , in terms of celebrating - the 


[u] A: Againf wmjin l got to the brand, you know, I 
[is] remember^^ffl^esenting work to me on how - 

[is] alternatives for how you could celebrate the 75th 

[it] anniversary. Now, had they had any of those ideas 
lie] before I got there? 1 don’t know. I just don’t 

(is) recall that. Or was it just after I got there? I 

pin don’t know. But they showed me ideas for how to 

pi] celebrate the 75th anniversary. 

[ 22 ] Q: When did the idea of the French Camel first 
pa] arise in - 

p*] MR. WILLIAMS: When? 

ps) MR, SHONKA: After she’s the assistant - 


[i] Q: Do you know who from Reynolds attended, 

( 2 j besides yourself? 

[ 3 ] A: Well, I believe that Susan Nassar was there 
(4j and myself and Fran Creighton. Other than that, I 
iss can't remember. 

PI Q: Was McCann represented at the focus group? 
pi A: Don’t recall. 

[ 9 ] Q: Are focus groups usually done by Reynolds 
(si with its own staff, or docs it kind of - 

[10] A: It’s both. If somebody’s been trained in 

[it] how to conduct focus groups who's an employee of 

[1 2 ] Reynolds, then they can do it. You know, but we 

[1 3 ] also often hire outside trained moderators. It's 
|i4] both. 

[is] Q: Have you been trained? 

[is] A: No. I have never conducted a group. 

[ 17 ] Q: How about Susan Nassar? 

(ii) A: Yes. 

lie] Q: You said Susan Nassar had the poster that 

poi we - that is Exhibit 10? 

pi) A: 1 believe it was her, yes. 

P 2 l Q: Did she discuss the poster with you before 
pi] presenting it to the focus group? 

P4] A: Not that I recall. 

( 25 ] Q: And you say the focus group was in mid July? 
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[i] A: Yes. 

( 2 j Q: Was an analysis of the focus group written 
pi up afterwards? 

[4j A: I don’t recall one. 

fs] Q: Is that unusual - 

is; A: There could be one but ... 

in No, it's not unusual. Often, if the people 

(sj who are at the group all agree on what they saw and 

is) heard, th^.there’s really no reason fora report. 

[ioi But sometimes t&e marketing research person wants to 
d they do. It’s, you know, up to 


(11) write a re 

(1 2 ) them. 

(13) Q: Is a 



written when a focus 


(«) group is t^nduejed by a supplier? 



you attended thi: 
sitive reactions to 


[isj A: No. 

(te) Q: All 

( 17 ) and you 
lie) A: Pos 

(is) Q: Post 

iso) What hapfce|||H,«ext? 

( 2 1) A: I aslwirSlftann Erickso: , Ca: 

( 22 ) work on developing it as an - as a 

(23) for celebrat^^^75th birthday 

124] asked otherfigendfes to w.^rlj on i> 
[ 2 s] Q: And wfiatwere th<fo!n<;r age! 




agency, to 
point 
, I also 
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.The Creati 
Coyne-Beam. 

Let’s get a spellii 
C-OY-N-E, dash, 

Laura knows. 

Laura knows? Te 
B-E-A-M. 

g B-E-A-M. f 

BY MR. SHO 

u ask other agencies to develop it 

reasons. One was we were on a very 
nd I wanted to get as many ideas 
econdly, 1 felt like McCann 
tied to other ideas that they had 
[i6] and would not spend as much time on the idea. 

(i7j Q; Did you have to get authorization to hire 
[iBi the other agencies? 
ns) A: Yes. 

( 20 ) Q: And who approved that? 

pi) A: Well, I don't - again, I went to my boss, 

( 22 ) and he said yes. But -1 don't know if he talked 
(23! with - you know, to someone else or not. 

(24) Q: And your boss at that time was - 

psj A: It was either Dave Iauco or Rick Sanders. 
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(1) You know, they transitioned during that time period, 

[ 2 ] and I reported to them both during this time period, 
pj So Dave Iauco, I think, but could have been Rick 

[4] Sanders. Could have been Rick Sanders already 
(si moved. 

(6) But, I mean, Dave was still there. It's 
m just that Rick was put in place and then Rick 
P) reported to Dave. 

t») Q: And did he, whoever it was, Iauco or 

[10] Sanders, approve giving you immediate authorization 

[11] to retain Coyne-Beam? 

[1 2 ] MR. WILLIAMS: What do you mean by 

[13] "immediate"? They obviously approved it. 

[ 14 ] BY MR. SHONKA: 

[is) Q: Did they approve it right away? 

[isj MR. WILLIAMS: What do you mean by "right 
(i7) away," David? 

tie] THE WITNESS: You know, my recollection was 

[19] we had discussions about it and they approved it. 

[20] BY MR. SHONKA: 

[ 2 1] Q: Do you recall if you showed your supervisor 

[ 22 ] any report from the focus group? 

[23] A: I don’t think so. 

[ 24 ] MR. WILLIAMS: I think that assumes there's 
PS] a report from the focus groups, and I think she's 
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[i] indicated she's not aware of one. And since we 
pj haven't seen a document yet - 
pj THE WITNESS: I don't recall one,and I - 
pj so obviously I don’t recall giving it to anyone 
pi either. 

Pi BY MR. SHONKA: 

Pi Q: Okay. What happened next, after you 
P! talked - well, did you talk toTrone and - 
pj Creative Resources, is it? 
lio] A: Creative Source, 
in] Q: Source. 

|i 2 ] Did you retain Trone, Creative Source and 

[13] Coyne-Beam all at once - at the same time? 

[14] A: Yes. 

[isj Q: Who led you to those agencies? 
tie) A: Our promotion group was involved.They were 
[i7] helping me out, because this was to celebrate a 
[te] promotion, the 75th birthday promotion. So the 
[i9] promotion group was involved in selecting them. And 
[ 20 i myself. And may have, you know, asked other people 
pi) in marketing. I just don't remember. 

( 22 ! Q: Okay.What happened next, after you 

(23] retained the three agencies? 

(24] A: And McCann Erickson was also working on it. 

(25] Ail four agencies continued to develop 
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It] with my boss. But I had to take it to my boss, Dave 
[ 2 ] Iauco,John Winebrenner, Clyde Fitzgerald, Gerry 
Pi Long, Ed Horrigan. 

W Q: Okay.Your boss at this time was? 

[$] A; I think, by this time, it’s Rick Sanders, 
is] who reports to Dave Iauco, I think who reports to 
m John Winebrenner, who reports to Clyde Fitzgerald, 
is; who reports to Gerry Long, who reports to Ed 
p] Homgan.And I would have had presentations all 
!io] the way up the line, 
tti] Q: Okay. Sanders, Iauco,Winebrenner, 

[i 2 ] Fitzgerald, Long, Horrigan. 

ti3] And at one point or another you talked to 

(i4] all of them? 

tis] A: Yes. 

tie] Q: All at once or separately? 

117] A; Well, separately and together - 1 mean, you 
tig] go in the chain of command. So the first meeting 
(iej would have just been with my boss. And then the 
( 20 ] next meeting you include the next level up. And the 
(2il next meeting you include the next level up, You 

( 22 ] know - you see what I'm saying? 

[23] Q: All right. 

124] Backing up for a moment, when the French 


Q: Al^Ht point did you takl 
tlcbnft^nko management foy 
A: Amarwhat do you mean by 
Q: Vtoy|t’s back up, then, r 
t som&i^nt you developed ifc 


celebnjSt 

A:Aj 

At somp 
theme, | 
celetaat 

celebrat 

Q:a| 

based 
A: T| 
That's nj 


/5th birthday 
Ival? 

SSeemenr"? 


It correct, for the 75th birthday 


|-eloped the idea fd 


£th birthday 


Q: idea that you refer to is an idea 

based qp the French Camel? 

A: TpHSltrung point was the French Camel. 
That's $SPl&e idea, but that was the starting 
point. pM&lsst: 

Q; So when we talk about the 75th birthday 
celebration here, we are talking about the idea that 
started with the French Camel? 

A: It was the suiting point.That poster was 
the suiting point of the idea. But it became Joe 
Camel and the 75th birthday celebration. 

Q: All right. At what point - did you ever 
take that idea to anybody for approval? 

A: Yes. 

Q: Who? 

A: Well, of course, I had discussions ongoing 
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(i) you recognize it as the camel that had been the 

pi subject of the T-shirt promotions when you were the 
PI assistant brand manager? 

[4] A: Yes. 

[5] Q: You did. 

(6j Did you have any discussion about that with 

[7] Susan Nassar? 

(8) A: No. Not that I recall. 

! 9 ] Q; Did you have any discussion with anybody 
[iej about that? 

[ii] A: The T-shirt promotion? 

[1 2 ] Q: No. About the relationship between the 

[1 3 ] T-shirt promotion - the use of the French Camel on 
(i 4 j the T-shirt promotion and as the starting point for 

(is] the 75th birthday celebration. 

t (is] A: Yes. We pulled the data -1 talked to the 

(it] promotion group, and we pulled the data for who 
(i8| participated in the T-shirt promotion and how 
lid) successful it was. So, yes, I would have had 
[ 2 oj discussions. 

pi] Q: Did you also pull die - any other data, 

[ 22 ] just the T-shirt? 

[ 23 ] A: I think it was just theT-shirt.That’s all 

[24] I remember, 

[ 25 ] Q: Did anyone gt any point telfyou about the 
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c have 


pi A: Whe'rPPHis just talking to 1 

53j was talkinQbgfut specific ad execuug^ 

(4j So the a number of diff&gfirstSL 

IS] And you all the ads and ditlfi'petJptle have 

tej input abo ttj^feg se ads: 
m Gee, rjjg you to change the-wording on 
ts] that linfcJ Ld like you to use that sapiiipll| color 
[s] across Ihl Kelp s. 

lio) Q: Is thi||j|xsentation of the idea autefent 
ini than the Itcleh tation of the ads? 

[ill A: No,|ptrre presenting the idea,The idea 
us] is the adspgui 

[u] Q: All gjH^Is there any written 

[is] presentat||gy|yu goes with the presentation? 

[is] A: I think there was a written presentation, 
jt7] Q: Do you have any idea - can you describe the 
[is] format of it at all? 

[is; A: You know, I can’t recall specifically. I 

pot think there was a written presentation, at least at 

pi) the lower level. I don't think there was any 

pzs written presentation with Ed or Gerry or Clyde, but 

p3] I’m thinking there could have been with - maybe by 

pi] the marketing research people or - I mean, I was 

psi presenting, but they may have presented data. I 
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ttj just - but I think there could have been a written 
P) presentation. 

(3) Q: Did you prepare a written presentation? 

[4j A: I just don’t recall. I mean, I obviously - 
is) I could have. It could have been verbally, I don’t 
ts; remember. 

pi But 1 was presenting. I was presenting the 
p] idea. Did I have written charts that went with the 
(9] presentation of the idea? I just don't remember. 

[ioi Q: Did you do other presentations to your 

[11] supervisors, besides the one we're talking about in 

(1 2 ) connection with the French Camel? 

[i3j A: Yes. 

Ii4) Q: Was it your practice to prepare written 
(is; presentations? _ 

[is] A: Sometimes we did; sometimes we didn’t. I 
[i7] mean, often - especially if creative is involved, 

(is) you just present the creative and you talk about it. 
;t9] Meaning ads. When I say “creative,'’ I mean ads. 
po] Usually, if you're talking about creative - 
pi) now, if the subject was analysis of sales results, 
tz 2 ] it's kind of a quantitative subject.You’d want to 
pal prepare charts about the data, 

[24j Q: All right. So you made presentations first 
psi to Sanders and then Iauco? 
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[1] A: Iauco. 

( 2 ) Q: Iauco. 

pi A: Mental block. 

[4] Q: Okay. 

Pi You made presentations to both of them, 
pi Ultimately they approved? 

[7) A: Yes. 

(»s Q: And then the next step was Winebrenner? 
pj A: Yes. 

do) Q: Did you present to him - did you make a 
mi presentation to him alone? 

(i 2 j A: You mean only he and I? 

[is] Q: Only to him. Was he the only member of the 
[i4] audience, if you will? 

H5i A; Well, if I was presenting to him, then the 

[16] bosses in between would have also been there.And 

[17] probably the marketing research person. I mean, 

Ii*! there would have been other people in the room. 
[i9j Q: Anybody above Winebrenner? 

[ 20 ] A: Weil, again, I went beyond Winebrenner 
[ 2 ij later - 

[221 Q: No. At this point. 

P3] A: Right. At this point, no. 

p4[ Q: Did Winebrenner say anything? 

pss A: Yes. 
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( 1 | Q: What? 

121 A: He was concerned that this might not have 
PI broad enough appeal, that older Camel smokers might 
Hi find that it was making fun of their very serious 
is| trademark. And he was worried about that, that it 
is) would be making fun of the trademark. 

I7| It was too - most - I mean, all other 
1*1 cigarettc^Mverising was very serious. And this 


is! was fun 
(ioi particula 
H i) was mal 
(123 Q: Di; 
Ii3) anything* 


|U] 


A: Ye: 
[is] liked be 
[i«i blue col 
nn suggest! 
[is] Q: Did 



id entertaining. And he was worried that 
Kr Camel smokers would think that it 
; fun of the Camel brand, 

^anything else or talk about 


temember, there wi 
others.And he as 
;'s them all. I mean, 


tisi Camel -f 
{so] A: Nop 


ng|:c any reference to 
^■cnch Camel? 

H| this was all the Jo^* 
pit birthday. No.That’s what we were 
(22) And he wai^worried the whole ca 
pj] particularl)Pifae£|£amel smokers wbu 
pi] making fut^^^e CameptkisSd. 
psi Q: Ye stPdaiP ve look^Sap cou 


Hi that incli 
Pt recall those? 
PI A; I’m n> 

[4] MR.WILI 

(5] referring t 
Pi on the left 



memos to Mr.Winebri 



what you're refe 
§: I can show it to 
Tench rioting in 
Is that the documi 
pi MR. SHC^^pThat and the one 
(8i accept t hfeaha& ctcrization of the 
ment of the recon 
jS: You can characterize it 


Pl jest, not as 
dot MR. WILL] 
(i ij however yi 
(i2) front of he 
113) MR. SH 
(M) character 
MR.WlLli 




nt. Would you like me to put it in 
I prefer if you didn’t 

lisi mh, wiLirag^g think that’s 15. 

[is] THE WITNESS: I have that, if you ... 

(it) MR. SHONKA: Exhibit 15 and 1 4. 

[ibi THE WITNESS: Yes. And 14, yes, I have them 
[is] both. 

poi BY MR. SHONKA: 

PH Q: Did Mr.Winebrenner make any reference at 
(22] all to any communication - any information he had 
(23j previously gotten from - regarding the French 
P4t Camel? 

psi A: No. But, again, his concern, when we were 


:n 

12] 

13] 

w 

(£! 

|S) 

17) 

is; 

pi 

110 ] 

MU 

M2] 

[13] 

i[i*: 

[IS) 

[IS] 

[171 

[IB] 

(19| 

[ 20 ] 

PI] 

[ 22 ! 

1231 

[ 24 ] 

psi 
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Ml 

[ 2 ] 

P) 

Ml 

[5] 
16] 
PI 

(6) 
!»1 

[ioi 

MH 

[ 12 ) 

[ 13 ] 

[ 14 ] 

[151 

[16] 

Mh 

[18] 

(18) 

*120) 

[21] 

[ 22 ] 

]23) 

1241 

PS] 


in the meeting, was that it might be making fun of 
the Camel brand, particularly to older Camel 
smokers.And I sec that this memo says: (Reading) 

There is a perceived 
potential downgrading or 
mockery of the brand through 
the use of this design which 
makes fun of the symbol which 
is the brand name. 

So he didn't refer to this. He didn't say 
anything about talking to anyone. He just said that 
was his concern. 

Q: Did he say anything about the design having 
been used in France during a time when an attempt 
was made to "youthen-thc brand? 

A: It wasn't - again, the French Camel poster 
was the starting point. What we were presenting to 
him was a Joe Camel 75th birthday celebration. 

MR. WILLIAMS: Let me just note for the 
record that you’ve been reading from Exhibit 15. 

THE WITNESS: Exhibit 15. 

MR. SHONKA; Both the witness and I, for the 
record. 

BY MR. SHONKA: 

0: Did Mr.Winebrenner make any reference to or 

Page 324 

voice any concern about the 75ih birthday 
celebration skewing too young? 

A: No. 

0: The issue never came up? 

A: No. His concern was that it would make fun 
of the brand name. Make - you know, and 
particularly older Camel smokers would be turned off 
by it.They would think that it was making fun of 
their brand. 

And so we went out and did more research 
among Camel smokers, Camel franchise smokers, that 
skewed older. We went into the factories and did 
focus groups with factory personnel who were older, 
and showed them the idea too. And it was a very 
positive response. 

Older Camel smokers just loved the idea. 

They thought it was great. And we went back to him 
and covered those results with him. 

Q: All right. After the - after your first 
meeting with Mr.Winebrenner, or during your first 
meeting with Mr.Winebrenner, did he say that he did 
not want you to pursue the idea? 

A: No. He said he had a concern. 

Q: Yes. 

A: And so we then went about to address his 
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[i] concern. 

(?) Q: Approximately when did that meeting with 
tat Mr.Winebrenner take place? 
i4j A: I’m thinking probably September. I mean, I 
(£] could be off by weeks there, but it -would have been 
(s[ in the fall. 

Q: And then the following meeting with 

Dreiser, you say you conducted additional focus 
Slitional research? 



fter that, did you have a second 
th Mr.Winebrenner? 


fp was that? 
lid have been - 
|tion to the first m£eting^ 
ild have been some w^ek| after it. So, 
first one could ha 
| one September, or 
land the second o 
I 2 i) don’t remember the specific 
[ 22 ] Q: Btn^ yt are talking a per 
[23| days? 

P<] A: 


[19] thefse 

[20] Sep^ 


;in August and 
fl# one in 
cjober. I just 

ieeks, not 




[i] 
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an, maybe 
,’t know. It's 


t of 


d say weeks. Mayl 

[ 2 ] two wjMks, maybe three weeks, if 

[3] been supple. 

Q: PorAthan 2, less than 5^’ 


r. I mean, it was a sh^n amo| 

: amount of time. 

.After you had had 

meeting with Mr.Winebrenner, did you 
executions to him |rfaial|me? 
ildn’t say they were new executions. 

[D! They ^p^revised executions. Because he had this 

[1 2 ] concert about the same blue color being used across 

[13] all of So we had to go back and revise the 



o that they all looked consistent. So I 


iu] blue ■ 

[is] woulcp^plllif y were revised executions but not - 
[ib| not dramatically changed. 

[17] Q: And what else did you bring to the meeting 

[i«i besides revised executions? 

lie] A: We talked to him about the results of the 

[ 20 ] focus groups we had done in the factory and talking 

[ 2 1] with older Camel smokers. 

[ 22 j Q: Were there any reports summarizing the focus 
( 23 ! groups? 

pi] A: I don’t recall any. 

PS) Q: Who did the focus groups of the factory 
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[t] workers? 

pi A: I think - I'm just trying to remember. I’m 
pi not really sure. But I think maybe it was Fran. 

[ 4 ] Q: Did you attend those? 

[5] A: I attended some of them but not all of them, 

16 ] Q; These were actual - these were actual focus 

(7) groups with the factory workers? 

[8] A: Weil - I’m sorry, I didn't hear. 

pi Q: I’m sorry.These were actual focus groups 
[toi with the factory - workers? 

[ii] A: Well - careful, because the procedure for a 
[i 2 j focus group is a little different. It's - you’re 
[is] behind a one-way mirror, listening.This was us 
[i4] having discussions with the factory workers, which 
[is] is not exactly thc_same thing. 

[is] Q: Okay. 

[i7] Yeah, the image in my head is somewhere 

[is] between walking onto the factory floor and saving, 

[is] How do you like this? on the one hand, and putting 
iso] somebody in a room and doing a presentation. 

<2i) A: Right. 

[ 22 ] Q: Which image is closer to the correct - 
123 ) A: Well, it's kind of in the middle. 

[24] MR. WILLIAMS: If either. 

[as] MR. SHONKA: If either, 

Page 328 

11] THE WITNESS: Yeah. It's more in the 

12 ] middle.You know, we would bring people in a room, 

p] we would show them the idea, and then we would say: 

[4j What do you think? 

(5! They'd talk about that.And at the end of 
it] it, we’d say: Do you think Camel should do this or 
! [7] not? I mean, you’ve been making Camel, you have 

[8] pride in the brand and the company. 

[9] BY MR. SHONKA: 
j[io) Q: Was the question asked in those focus 
|[ii] groups - or in those groups about, Is this for you, 
i[i 2 j or is it for somebody older than you or younger than 
[is] you? 

[i4] A: No, I don't believe so. I don’t remember 
(is) that question being asked.This was about them 
[iei being older and having a lot of pride in the 
[i7] company, and John's concern of older people would 
[is] think it was making fun of the brand. 

(idi Q: So in meeting with Mr.Winebrenner, then, 

[ 2 c| the second meeting, you had the executions and you 
[ 2 i] had information, whether written or oral, regarding 
122 ] the focus groups. What else did you present to him? 

[23] A: That's what I recall. 

[24] Q: Who attended that - that second meeting? 

PS] Would it have been Sanders and - 
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(i] A: I think so, yes. Iauco. 
pi Q: Iauco.Thank you. 
pi Anybody else? 

£i] A: I think Fran was probably there. 

(5| Q: Okay.This still would not have gone up to 
is] Fitzgerald or Long or Horrigan at this point? 

17] A: No, not yet. Not until John was happy with _ 

PI it. Y X 

Pi O: Didhe sayjanything at this second meeting? 


[ioi A: Yes.Ft 

IKJ Q; He lie 

m?j What didPfi 
H3] A: Ohfe 
Q: Dicp 
nsi MR.wfe 


[*7] Q: - tire cx 

ms] A: No, Ldoi 

{isi Q: Aft|rl|| 

l»j prescmaipraPl 
pi| one? 

122 ] A: 1 beiirivt 

pa] correct, it 
[2«! Q: Okay.^ 


^proved it. 

i. ,j 

approving it? 

an't/emember his exaa words, 
v fte any concern at a|fc«bout.- 
David, this is ten 
* BY MR. SHOiJkA: 
:xe®U.on skewing too | 

lOn^recall anything abc^^^^ 
fp^inebrenner, you therydid a* 
PfPlilr. Fitzgerald? Is th2[fra|fM('xi 


so. If my recollectior 


^foudo 
idea between 


Ml your preseHitati^i to Mr, Winebrenrl 
ra presenmionjfoJVIr. Fitzgerald? 

Pi A: Not imly^ecali, no. 

(4) Q: How ^gon^after the second mi 
Pi Mr. Winebre^g# did you have the i 


leeunfewith 


pi Mr. Fitzgen^Hig| 


r A: I thinly 
[«! 1 can ’t rcp| 
pj So it wo ul 

[ioj Q: Arc W( 

Mil At Not h| 

M2] week,Idoi| 

5i3i Q: And 

]i4] A: I don't 


|ould have been fairly quickly. 

| I'm sure we werefromrtgfast. 

| been fairly quickl}pg||g|||| 
king days or hours Or - 
j^ut probably not more than a 
ink. 

Attended that meeting? 

|ember. But what would have been 
|||ieen Clyde and then the chain 


MS] logical is Clyde and then the chain 

[is] of command down. 

[in Q; Okay. 

(isi A: But, you know, I can't remember the exact 
[i»] people sitting in the room. 

P°l Q: Sure, 

pil Did Mr. Fitzgerald say anything about the 
pj] idea? 

pi] A: I don’t recall any specifics, I mean, he 

p4) approved it to go up to the next level. 

psj Q: Now, at this point, was Fitzgerald in charge 
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Ml of marketing and sales, both, or is it just 
pj marketing? 

Pi A: I think it was marketing and sales. 

[4] Q: And he gave his approval? 
pi A: Ycs.To move to the next level. 

[6] Q: Sure. 

m And do you know if that approval would have 
pi been written or just "Go ahead”? 
pi A: No, I don't think it would have been 
lio] written.That would have been really unusual. 

|ii] Q: All right. 

M 2 ] So the next step is Mr. Long? 

(isi A: Yes. 

(i4] Q: And how long after talking to 

[is] Mr, Fitzgerald? 

(isi A: It would have been quickly. I can't tel! 

(in you exactly, but it would have been quickly. 

(tel Q: And I take it Mr. Fitzgerald didn't voice 
M9] any concerns? 

[ 20 ] A: I don't recall any, no. 

pi] Q: Do you recall any statements, any concerns, 

[ 22 ] about skewing too young? 

[23] A: No. Definitely not. 

p4j Q: The presentation with Mr. Long, when did 
P5] that take place? 
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M! A: Again, you know, sometime fairly soon after 
pj Mr. Fitzgerald. 

[ 3 j Q: And was that meeting again attended by - 
(4] likely attended by the chain of command? 
pi A: Likely attended by the chain of command. 

[6] Q: But you have no specific recollection? 
pi A: I just don’t remember specifically if every 
pi one of them was there, 
pi Q: Sure. 

ioj Do you recall anything else, beside the 

it] people making the presentation and the chain of 

m command? 

is] A: Again, I don't know. I may have had Fran 
H] with me. 

is] Q: Sure. 

i6] A; May have. Don’t know. 

it) Q: How about other divisions or parts of 

i»l Reynolds? You had mentioned earlier that legal and 

is] sales -1 guess Fitzgerald is marketing and 

poj sales - R & D, legal, anybody from any of the other 

2 1] pans of the company? 

22 ] MR. WILLIAMS: I am lost in the question she 
pa] should be answering. Any other pans - 

24] MR. SHONKA: I'm seeking - the question's 
2 S| about the attendants at the meeting with Mr. Long. 
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MR. WILLIAMS: I sec. 

THE WITNESS: With Mr. Long? 

MR.SHONKA: Yes. 

THE WITNESS: \ can’t remember. 

BY MR. SHONKA: 


Q: How about legal? Was it involved in any of 
these presentations? 

A: Yq^me^n, did they attend any of the" 
presentations? ■ 

Q: Yi 
A: I 
obvioui 
actually 
Q: D 
regardi 
MR. 
attorne 


’t know. We met with them on it, 
rand, me, myself. But did they 
:tend\he management? I can’t remember, 
call if legal raised apv concerns 
liance with the advc^^^ code? 

S: Whoa, I think y<||ll%into 



now, aren't y^u; Dav^i? 
MR. SHONKffe* I can still ask. * 



MR. 

instruct! 

MR.^HON 
question? 
THE Wl 
MR.WlU 
THE Wl 


IS: Well, 1 am const! 
to answer. 

: Are you refusing 





r that 


ie not 
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to. 

MR 

to get you 
Can I h! 
(Previops 
MR. WILL? 
on. Ask yO' 
break 
MR 

So the rec 
MR. Wl 
about wh 
answer, w 
will - I'm 
break and f an) 
MR. SH 





: But - I'm sorry. I 
tion so I can considfi^^Srther. 
back, please ? 
estion was read byfehe“ref>orter) 
,S: Let’s do this:Let&mova^ 
stions, and I'll conlmliu^his at a 


f: All right. We can i 
clear - 

: There’s a pending question 
told her and an instruction not to 
jhe's followed.And I've told you I 
to think about this one at the 
cpnsider it further, 
i right. 

BY MR. SHONKA: 


Q: Do you recall any statements by Mr. Long at 
this presentation? 

A: No, I don’t recall any specific statements. 

I mean, he approved it. He was good with it. He 
liked it. 

Q: Did he suggest any revisions? 

A: No. I don't recall him suggesting any 
revisions. 
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ID Q: Did he voice any reservations? 

p] A: No, 

Pl Q: None at all? 

[4] A: I don’t recall any. 

[sj Q: Did he indicate any concern about alienating 
[6] the oider franchiser? 

P] A: No, 1 don't think he did. I think John 
[8] would have probably - or Clyde would have talked to 
pi him about that in advance, you know: Here’s where 
(<o) we were; they solved it; they're confident of it. 

(iti Or we may have discussed it in the up-front 

[1 2 ] portion of the presentation: Here’s what we did to 

[13] ensure that older Camel smokers were good with the 

[14] idea too. 

[is] 1 mean, 1 donj remember exactly how the 
|(i6] meeting unfolded. 

[i7] Q: And did he voice any concerns about the 75th 
[la; birthday celebration skewing too young? 

[is] A: No. 

[ 20 ) Q: Did - do you recall anything at all that 
[ 2 ij Mr. Long said in that meeting? 

P 21 A: I can’t recall the specifics, no. He was 

[23] good with the idea. He liked it. 

[24] Q: You made the presentation yourself to 
;[25| Mr. Long? 
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ID A: Yes. 

Pi Q: It was not made - were you assisted by 
Pl Mr. Winebrenner or anybody else? 

W A: I did the presentation. 

[5] Q: Was this the first time you’d ever made a 
!6] presentation to Mr. Long? 

[7] A: No. 

[8] Q: So Mr. Long gave his approval of the idea? 
m A: Yes. 

|io] Q: And the executions? 

[11] A: Yes. 

[1 2 ] Q: And then, after that, what was your next 
[i3j step? 

[I*] A: Mr. Horrigan. 

(isi Q: And when did that take place in relations 
[is] to - 

[i7] A: Sometime after Mr. Long. 

[is] Q: Long time? Short time? 

[is] A: I think it was a shon time. 

[ 20 ] Q: Where did that presentation take place? 
pi) A: On one of our floors in the building, I 
|[ 22 ] believe. 

[23! Q: Mr. Horrigan was in Winston-Salem? 

[ 24 ] A: I believe he was. 
ps] Q: As was Mr. Long, I take it? 
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[ij A: Yes. 

pj Q: Okay. And, again, the entire chain of 
pi command would have attended? 

I4j A: It would have been logical for them to, but 
[si I don't remember the specific players that were 
[*j there. 

[7] Q: Do you recall anybody else besides - 
pj anybody^ouVesnot already identified as having 
P) attendeclthe presentation of Mr. Horrigan? 


[!0J 


A: Thef 
[til because; 

(1 2 ) I remcmf 

(13) But I car 

(14) been otl 
[is] just beer 


have been other executives there, 
was having a lot of meetings that day and 
■oom being pretty full with people, 
tell ypu specifically. The re may have 

itives there, thoughJt could have 


ain of command that. 


mg it 


ri«l up, but Ecan’t ret 



Q: 

A: I 
Pi that he wo, 

[4] his staff gu 

[5] review it. 

is) Q: Victof 

pj A: CWii 

TO Q: You 

PI Where 
[io) Do you kni 
in] A: I don, 
tig Horrigan 
(is) I just didn'[ 

[i4| Q: But 

[i5| in - 

A: My r 




, L-Y-N-N? 
akes head.) 
now. 

"come to Winstor|-Sa§ 
ere he would havp 
n't. Maybe New York. Maybe 
New York at the time. I don't know, 
eal with him that often, 

sentafion to Horrigan was made 

[i«l A: My reseasa^on was it was Winston-Salem, 
im Q: You think you'd remember it if everybody had 
list gotten- 

lisi A; I think so. I think so. So I think it was 
pot Winston-Salem. I'm pretty sure, 
pi) Q: Okay. 

P 2 ) All right. So after you had the approvals 
[23] from - 

[24, MR. WILLIAMS: Everybody. 

psj BY MR. SHONKA: 
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(U Q: - everybody up the food chain, what 
Pl happened next? 

PI A: Wc covered it off - we had a meeting with 
(4| Victor Lynn in Winston-Salem. 

[sj Q: And what happened at that meeting? 

[6] A: He - the only change he wanted to nuke was 
Pi he wanted us to change the color of Joe Camel's eyes 
Pi from blue to brown, 
pi Q: Did he say why? 

[io] A: He said that he thought camels should have 
(hi brown eyes. 

Ii 2 ] Q: Did he say anything else? 

im A: Just that he thought camels should have 

[w] brown eyes.That was his change,And so we changed 

[is) it. 

[is] Q: Okay. Did he say anything or voice any 
[i7i reservations about the campaign - about the 
[iBi executions? 

(i9l A: No - well, I mean, he had this thing on the 
( 20 | eye color, 

pi) G: Other than the eye color. 

[ 22 ] A: That was it. 

[23] Q: All right. So what was the next step, 

P4] after? 

psj A: We were into producfion.You know. 
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[U producing the ads, placing them, producing 

pi materials, getting it done. 

pi Q: What all was involved in the 75th 

[4] celebration? And by that I mean - obviously print 

pi ads. What else? 

[6i A: We had billboards, wc had print ads, we had 
pi direct mail promotions, we had retail promotions, we 
Pi had retail merchandising, we had retail signage. We 
Pi had - you know, we did couponing and discounting. 

[io] I can’t remember. I think we did a special pack, 
im We were certainly working on product. We 

[1 2 ] may have made product changes during that same time 

[13] period.That’s what I can recall right now. 

[ 14 ] Q: Okay. Packaging? 

[is] A: I said we may have done a special pack, 

[is] packaging. I mean, I think it was in 1988 that we 
[i7] did that. 

[is] Q: Was the actual Camel package of cigarettes 
[ip; changed? 

[ 20 ) A: We did a special one,yes. 

pi] Q: Was that a - did that become a permanent 

[ 22 ] change? 

[23] A: No. No. It was just a - 

[24] MR. WILLIAMS: David, listen. She said it 

ps] was "special.” 
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|i) THE WITNESS: It was a special offer. 

Pl MR. SHONKA: The question was: Did it 
taj become permanent? 

[4j MR. WILLIAMS: I know. But she had said two 
(S| or three times it was special. It was special; it 
{si wasn’t a change. 

BY MR. SHONKA: 

Q:JTow about sampling? Did you do that? 

n't remember the specific promotion 

You say there was a promotion plan in 
ith the 75th birthday celebration? 



t prepared by youj 
ould have oversa 
iwe been prepared 



no, it 
lie, Id would have 


[is: our brand U§*rn. 

[i9i Q:.^ jfeasg# hat’s the services 
1201 taike^^ug yesterday? 
pi] A:^Yes. - 

[ 22 ] Q: Hgw long did the 75th b 

[23] run? 

[ 24 ] A: It Sonf988. 
ps] Q: Tnccrftirc vea 


bv our promotional gr®up, working with 

? 'XHKSS5** ? 




at we 


lebration 


I') A: 

12 ] you kn 
Pi exactly 
[4] for mosl 
is] Q: Ol 
[6] a transit? 
m campai 



t»] 

[9] 

110 ] 



t ran for most of t Ke vear, 
ft the brand, so I (Mirfe 
the last thing ran. 8 
88, if not all of it. 
u did a - at some porntt^ere was 



ut, 

lember 
ink it ran 


the - what beca 


en did that take place 
F e actual transition 



e Camel 


(it] the brarj^PPsn not sure exactly, but I think it was 
'89, but I think it was late ’88 



: Actually, this would be a good 
it of a break, if everybody wants 


[i 2 ] late ’£ 

[is] when it| 

[ 14 ] MR.! 

[is] time foil 

[is] one. 

[it] MR. WILLIAMS: Okay. 

[is] (Recess taken from 11:45a,m. to 12:00 p.m.) 

[is] MR. WILLIAMS: Mr. Shonka, I indicated at 
[ 20 ] the break I would reconsider the instruction not to 
pi] answer with respect to whether the legal department 
( 22 ) raised any concerns regarding compliance with the 
tz3] advertising code in the 75th Birthday campaign that 
(24] was being considered. I’ll let the witness answer 
ps] that question. But we are certainly not agreeing to 
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[tj any further waiver of the - of any artorney/client 
Pi privileged information. 

[3] MR. SHONKA: All right. 

[4] MR. WILLIAMS: Have at it. 

[sj MR. SHONKA: So the record is clear, 1 want 
[6j to make it clear that our view - or that I will not 
m make any commitment regarding whether allowing these 
Pi questions would or would not constitute a waiver and 
[ 9 ] rereserve the right to argue at some point, if I 
tic] need to do so or choose to do so, that, in fact, it 

[ 11 ] does constitute a waiver. And having said that, I 

[ 12 ] will pose my questions. 

ti3] BY MR. SHONKA: 

[i4] Q: Let me try it broader, 

[is] At any time while you were - during your 
|[is] presentations, before or while you were doing your 
[171 presentations, to management in Reynolds.from 
[i8] Mr. Horrigan on down, at any time in that period, 

(i9i did the Reynolds legal department raise any question 
[ 20 ] with you concerning the propriety of the birthday 
[211 celebration idea? 

[221 A: Propriety? 

[231 MR. WILLIAMS: What do you mean by that? 

[24j THE WITNESS: I’m not sure what you mean. 

[25] BY MR. SHONKA: 
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[i| Q: Did they raise any questions with you about 
( 2 ) it at all? 

[3j A: Obvious - we worked - the legal department 

[4] worked hand in hand with us all the way on every 

[5] execution. So we agreed on executions. We agreed 

[sj that we weren't going to use punk camels, because we 
[7j felt like they skewed young. We agreed that we 

[6] weren’t going to use party favors, because we felt 
pi like they skewed young. So the legal department 

[io] worked with us on execution. 

(i i] Overall in the campaign did they raise 
[121 concerns about the campaign skewing too young? 

[is] No. 

[141 BY MR. SHONKA: 

[•si Q: And by "campaign" here, I mean the 75th 
j[i6] birthday celebration. 

[i7j A: That’s what I was referring to. 

[i8| O: Okay. 

[is] You say they - that you had discussions 
[ 20 ] with them concerning the punk camel, which I believe 
pi! you described yesterday. And - 

[ 22 ] MR. WILLIAMS: Well, she didn't describe the 

[23] conversations. You mean - 

[24] MR. SHONKA: No, the punk camel was 
ps] described yesterday. 
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(>I MR. WILLIAMS: Right. 

PI BY MR. SHONKA: 

pi Q: And party favors? 

(41 A: Yes. 

(si Q: What were the discussions concerning the 

[si punk camel? 

pi A: That wc weren't going to do that execution. 

[9] Q: WKpFtiid $pu talk to regarding that? 
pi A: It vtas pro^ablyTom Rucker, but, you know, I 
(io) can’t remcmlleT exactly. It would have been someone 

eor.*-' 

ini in legal. 

nd seek authorization to run the 
rt of the celebration? 
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[121 



camel 


Q: Die 

lu] punk camgl as ■ 

[H] A: No| 

[is] Q: Hot 

lie] come uj 
[in A: Weft 
(!») we’re COtj 

[is] believe weHSSfuld eliminate and thoj| wejielicve we 
poi should rfilpriiit^iiwe get their view 
pi] Q: And regarding party favors, wi§ u 


restions concernin; 
gen brand and legal? 
rith legal all of 
sideriag and wc talk abo 




pzj discuss pa 
pa] A: Agai 
P4j Rucker, pn 


psj 


Q: An 



yors with in legal? 

sure. It could hdve 



Tom 


[i] me bad 


Pi 


What's 


pi favors or 
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A: Run a|R.a 
Q: Okay? 

MR. WIL 
MR. SH 


ppropriate word here, 
■ay party favors? 
that featured. 


arty 



M'J 
[i 2 ] that. 


]I3] 


Q: And 


[u] discussion: 
A: It wa 



: Party favors. 

Party favors. 

BY MR. SHOll 
at any time, seek t<j 
away or feature party favofs? 
r recommendation was not to run 


s based on your - on prior 
brand? 
ion - 

Q: I mean with legal. I'm sorry. 

A: It was based on our focus group research. 
Q: So legal never got into the issue regarding 


(151 
[16] 

(IT) 

[IS] 

]i9j party favors? 

[ 20 ] A: No. We have discussions with them about all 
pi] the executions we’re considering and what ones we’re 
pzi eliminating and what ones we think we want to run. 

P3] Q: Do those discussions take place before or 
p4j after the focus groups? 

psi A: Can be both. Often - or at least sometimes 
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I [ij we'li review them all before. Sometimes it's not 
PI until after, and we'll talk about the results, 
pi Q: Is there any guideline to aid you in 
[4] deciding whether you go to legal before or after? 

[sj A: No.Just generally they like to be involved 
[6] early. 

I7j Q: That’s in - consistent, if you will, with 
pi that manual we looked at yesterday where I believe 
PI legal said that - never mind. 

(ioi The principal that's guiding is it’s better 
[ill to get legal involved earlier rather than later? 

!i 2 | A: That's correct. 

[in] Q: Besides the punk camel and party favors, 

(mi were there any other executions that you did not run 
[is] as a result of the - or that you did not run out of 
[i6] any concern that it might skew too young? 
tin A: Yes. I remember a roller blades execution 
[is] also. 

[is] Q: And, again, we're still talking about the 
[ 20 | party being the 75th celebration? 
pi) A: Yes. 

(221 Q: Roller blades? 

p3] A: Yes. 

p4j Q: What was that execution? 

psi A: It was Joe Camel on roller blades. 
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jij Q: And what exactly was the concern with 
pi displaying Joe Camel on roller blades? 

Pl A: That it would skew too young. 

Pi Q: And who did you discuss that execution with? 

[5] A: Probably Tom Rucker, but I don't remember. 

[6] Q: Any other executions? 
pi A: I don't recall any others. 

pi Q: When you made your presentations to 
pi management, again, Horrigan on down, did those 
;ioj include any of these - I'm sorry.You want to add 
[ii] something? 

:]i 2 ] A: Yeah, When you said did I recall any other 
[i3] executions -1 can’t remember, but 1 think it was 
j(i4j part of this 75th birthday celebration, there was 
[is] this basketball visual Joe Camel playing 
i ]t6] basketball. 

'fin Q: Yes. 

i[it] A: And we eliminated that one as well. 

[)oj Q: Who made, again, the final decision to cut 
po] the basketball? 

pi] A: I'm thinking it was John Winebrcnner, but I 
122 ] don't remember for sure. 

P3] Q; Brand itself had recommended running the 

(24] basketball execution? 
ps] A: Yes. 
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(0 Q: And that was an example of a conflict, if 
pi you will, between legal and brand? 

A: That’s correct. 

Q: And it was resolved by Winebrenner? 

A: I think so. I thir.'i it was John. 

Q: Okay. 

m Do you recall anything about any 

[6] conversation with Winebrenner concerning the 

pi baseball execution? 

m) Q^Did you talk to him directly about it? 
A|liS|i^on't believe so. 

QM.ll rigjit. Besides roller blades, 

arty favors, and pu^ camel, is there 

AMS: Whoa, whoalllr's be careful 


l'4] bas 
Iisi an 



any other execut^h - 

• ^ 'WW 

: Execution. 5 


AMS: L- that was 
KA: Not run. 


|t»l 
(19J 

iaoj 

tail MN. WILLIAMS: - because th 
[n] concern. about skewing too yo 
MR. pT#fTKA: Thank you. 
MR.i^yyUMAS: Is jfaaffi our 
MR^Ihq^KA: Yotfe&skit bed 


[23) 

|24] 

[25] 



an’T do, 



: That's why l'mfheje,'David, 

ESS: I can’t recall a'ny'6'ffiirs 

KA: I'm sorry? 

SS: I can’t recall i :rs 



BY MR. Sfc_ 

ere any executions tnatrSn despite 
hat - thinking that the executions 
n too - skewed too young - 

yhere Mr. Winebrenner would have 
d? 

A: Ybu rneah executions where Mr. - oh, where 
(i7) we recommended we want to run them and legal didn't 
Mat want to and Mr, Winebrenner sided with us? 

[is] Q: Yes. 

[ 20 ] A: No. I don’t recall any. 

[ 2 1] Q: Did you yourself have any direct 

C 22 ) conversations with Mr. Winebrenner concerning the 
123] basketball execution? 

[24] A: 1 don't recall any, no. 

( 2 S[ Q; Did the punk camel execution ever get to 
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Mi Mr.Wincbrenner's desk? 

PI A: 1 don’t think so, no. 

(31 Q: How about the party favors issue? 
m A: I don’t believe so, no. 

(si Q: Or roller blades? 

(«i A: No, I don't believe so, 

Pi Q: Regarding the presentations to Horrigan on 

(9) down, do you recall what executions were put before 
Pi them? 

[10] A: They were the executions that we ran. So it 
in) would have been the initial executions we ran. 

[1 2 ] MR. WILLIAMS: With brown eyes. 

[1 3 ] THE WITNESS: With brown eyes. Sorry. 

]i 4 ] They were changed.The eye color changed. 

MS] _ BY MR. SHONKA: 

[i«j Q: Did legal share with you its thinking as to 
[ 17 ] why the punk camel skewed too young? 


[18] 


A: No. We shared our thinking with them, and 


[is] they agreed, 
[ 20 ] 

121 | 


Q: How about party favors? 

A: Same thing: We shared our thinking with 


[ 22 ] them and they agreed. 

P3l Q: And roller braids blades? 

[24] A: Same thing: We shared our thinking with 

[25] them and then agreed. 
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[i] Q: And basketball? 

Pi A: No, we did not share a view there, 

[3] Q: What did they say to you? 

(41 A: They were concerned that - wc had not seen 

is; it in focus groups. If we see it in focus groups, 
tel you know, immediately we want to eliminate it and wc 
[7] discuss that with legal. But we had not seen any 
[«] adult smokers saying they thought it was for people 
19] younger than them. 

[io] So - and our perception was that lots - a 
[iij broad segment of the population plays basketball. 

[i 2 l So we felt like it represented adult activity. 

[is] But I think our legal department’s advice 
[i4] was, no, it could be perceived that that was not the 
us) case. 

lie) Q: Was legal's concern, to the extent you 
[in understand it, based on a concern about skewing too 
lie] young or about displaying active - physical 
[is] activity in a cigarette ad? 

[ 20 ] A: I - it could have been both. But I 
pi] think -1 think they were concerned about a 
( 22 ] perception that it might be viewed that we were 
pa] skewing too young. But it could have been about 
124] physical activity too. I just don't remember. 

[ 2 $] Q: And brand's view was that - to the extent 
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(i) it concerned physical activity, brand’s view was 
K what? 

pj A: It would be that as a normal thing that 
W average people do,They play pick-up basketball 1 
15 ] game. So it wouldn’t require physical stamina 
pi beyond that of the average person. 

{ 7 j Q: And regarding the - to the extent there wa$ 

(«i a concerrje-dbout^age as opposed to physical activity, 
t») what waS ^prandJ view on that? 

[to] A: AgaimlHsf a broad range of people play 
[u] pick-up b jsketba^ l, It's an adult activity. 

[it] Q: view, then, that - that an 

[is] ad does nSt haw a marketing policy problem as long 
(ui as it appdfnP^pr lawful market, lai 
[is] over 18? 

[is] MR.WIj 

[it] can ask 
[i*i MR. SH 
[id] view, 
po] MR.WIj 


Oh, brand's view; 

pi] MR. SHONKA: I said was it brand|HS^^ 

[ 22 ] MR. WlLU At|5: I f it was brand’s 
123] that's fine. I^rou^t you were lalkiiigafout was 
[24] it legal’s vieg^t^on't can |i§ilSihat 

[ 2 si question.^lggS&n't wc !$ls8S8gft put a^n. I 



MS: Whoa. Wait a min 
s said by the - 
m asking her for t 









j:Just read it back, pleaS 
stion read by repo| 

: Okay. 

I would describe It as oi 
re adult models do^ 
it was ourobjectiv&Jfi 
card people say wtro|E81^this might 
younger than us.ty^^^for 
than my age, not my age, then we also 
roblem. 

BY MR. SHONKA: 
ketball execution presented to a 
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[i] for any such conversation? 
pi A: No. I was speculating. I just couldn't 
PI remember whether we talked about it in the 
[ 4 j presentation - I’m sure we would have covered with 
[ 5 ] him that we didn’t sec a problem. I can't remember 
[*] if it was a discussion in the presentation. I was 
pi speculating, if it wasn’t in the presentation, maybe 
[*] it was before then. But I do not know. 

[91 Q: Apart from the presentations that you 
[to] described in some detail earlier, did you have any 
[ii| conversations with any of the management people you 
[i 2 ] identified concerning the birthday celebration - 
[i 3 i actually, let me strike that.That’s too broad. 

[i4] Focusing on Winebrenner, Fitzgerald, Long, 

[is] and Horrigan, did you have any conversations with 
(i6| them, outside of - concerning the celebration, 

[it] outside of the presentation you made? 

[is] MR. WILLIAMS: This is during the time 

[19] before it was - 

[ 20 ] MR. SHONKA: While approvals were pending. 

MR. WILLIAMS: While approval - 
THE WITNESS: I can't recall any. 

BY MR. SHONKA: 

Q: And were you present for any conversations 
that involved these people and anyone else? 


[211 
;i2zi 

11231 
| 24 ] 
[ 25 ] 
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(ij apologize 
PI MR. SHOI 
p] (Previoi 
[4] MR.WIL1 
is, THE WITI 

[8] goal was to; 

[7] activities, ai 
(61 focus 

[9] appeal to’ 

[10] people yoi 
[i ii viewed thai 
1121 

ji3[ Q: Was 
114] focus grou] 

(is) A: Yes. 

ns] Q: Before the break, I had asked you if 
[i7] Mr, Long had voiced any concerns about the birthday 
[ifl] celebration alienating the older franchise. Do you 
(i9] recall that? 
po] A: Yes. 

pi) Q: And as I recall your response, you said that 
[221 it might have been covered in a previous 

[23] conversation between Mr. Winebrenner and Mr. Long. 

[24] A: 1 said that, yes. 

psj Q: Okay.The question is:Werc you present 
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[i] A: Well, you know, other than the presentations 
pi you mean? 

[ 3 ] Q: Other than the presentations. 

[ 4 ] A: No, I don't recall any. 

[ 5 ] Q: And when I say "these people," I mean 
[*l separately or together.Just - 

pi A: That was my understanding, 
pi MR. SHONKA: I'm going to ask the court 
oi reporter to mark as an exhibit a document that has 
[io] been previously marked as CX-970. It is a memo 
ini dated September 3,1987, to Mr. Winebrenner, from 
iiz] F. V. Creighton, "Re: "White Paper' on Camel 
[13] Advertising Development." 

[i*l (Beasley Deposition Exhibit No. 23 was 
[is] marked for identification.) 

,,8) BY MR. SHONKA: 

]i 7 ] Q: And I ask the witness if she can identify 
Ha) the document for the record. 

[i 9 ] A: Yes. 

[ 2 oi Q: Have you seen it before? 

[ 2 il A: Yes. 

122 ] Q: Is the attachment to Exhibit 23 the same as 

[ 23 ] the document I previously marked in this deposition 
p 4 ] as Exhibit 18? 

1251 


A: Looks like it's the same one. I haven’t 
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tn gone through every single page to go through. 

PI MR. WILLIAMS: Well, the only difference I 
Pi can detect is that it's got different litigation 
Pi stamps on it. One was produced to the FTC and one 
Pi was not. I wonder where you got that one from. 
l«! Other than that, we'll agree it's the same 
(7i attachment. 

t g] BY MR. SHONKA: * 

;asley, did you review, in fact, the 
o Exhibit 23? 


I"1 

[ 12 ] 

[ 13 ] 




[»1 

[ioi atta 

A: 

Q i 

A 

l>i] re vie 
(15) Qi 

[U] 

[t7] whii 
[is) witHTytm 
[is] And swfca 
[jo] plac 
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[ 22 ! A: She prepared it and revief 
(23) sent it &hsojohn. 

[ 2 t) Q: cMy Dill you approve of ; thdj. te paper at 
[28) all? 



It was prepared? 

11, after it was prepared. Fran 
<iwith me. 

£ i 

over letter says: (Rea 
ents of this 
have been reviewed 
ningcr. 

u’re saying is the rj 
e - the underlying 





ok 

aper was 
ith me and 


know why the w 



it with me 


er was 


Ml A 
[ 2 j John hi 
P! on it, a; 

(8) and t 
[S] Q: 

(«l prepar 

m A: J<fl^|ked for it. 

[a] Q: Dp^sl talk to you about ij 
PI recall any conyers|tio|i on it. 

MO] Q: have an understat|iiS|p§|to why he 

tm wantety^g^white paper? 

(i 2 ) A: M ^gg ollcction was he just wanted marketing 
(is) research's view. 

Q: ViMf what? 

A: P|h^^ly what's here. "Camel Advertising 
lie) Develo|^ffl^ 

[i7) Q: Would you turn to the first page of the 
Its] text.There’s a page 1 written at the bottom.And 
|i9] it bears a stamp that says 87M01218. Do you see 
[ 20 ] that? 

A: Yes. 

Q: Do you see the statement that says, "More 
1231 than 40 % of the virile segment's current total 

[24] business is a result of brand choices of smokers at 

[25] age 18"? 


[18] 

l<5] 


| 21 ] 

( 22 ) 
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’t really a matter of approving it. 

;ed marketing rese|pissllH|a white paper 
she prepared it and reviej 
t it onto John. 


|il 

[21 

( 3 ) 

1*1 

[51 

[61 

m 

[81 

[»! 

[ 10 ] 

111 ) 

(I2| 

[13] 

[ 1*1 

[ 15 ] 

[16) 
[17] 
| 1 ») 
) 19 ) 
120 ) 
|21| 
[22J 
123) 

[24] 

[25] 


[2) 

0! 

1*1 

IS) 

( 6 | 

[7J 

18] 

01 

( 10 ) 

t'1) 

[ 12 ] 

[13] 

( 1*1 

[1S| 

( 16 ) 

117 ) 

(IB) 

(191 

( 20 ) 

B1| 

( 22 | 

( 23 ) 

( 2*1 

[ 25 ] 


Page 359 

A: Yes, I sec that statement. 

Q: Do you understand that statement to mean 
that many of the virile segment’s total business is 
a result of choices made before 18? 

A: No, I do not. 

Q: What is your understanding of that? 

A: It says "at age 18." 

Q: Do you have an understanding as to the other 
60 percent? 

A: Well, I'm sure the other 60 percent at age 
18 had a different brand, and that 60 percent now 
has a different brand than they had at age 18. 

That's what it sounds like to me. 

Q: And what about the next sentence: (Reading) 

The aging of younger 
adult smokers combined with 
their brand loyalty guarantees 
the growth of a brand for 
decades. 

Do you have an understanding as to what 
that sentence means? 

A: Again, we talked about this yesterday, but, 
younger adult smokers are more likely to switch than 
any other group, and then they become more loyal as 
they age.And that's what that means. 


Pago 360 

Q: Is aging a term that means - has any 
special meaning to you? 

A: Yes. 

Q: And what does it mean? 

A: It - usually aging means the age of 
your franchise smokers, the people that choose 
your brand and what’s the age of your franchise 
smokers. 

Q: Does it refer to the process by which 
smokers in one age grouping advance to an older 
grouping? 

A: Well, I think it refers to the franchise 
getting older, aging. 

Q: And it refers - but for purposes of 
statistical tabulations at Reynolds, does aging play 
a pan in - does aging have any significance in 
terms of people advancing from one age group to 
another age group, say, advancing from 21 to 24 into 
25 to 34, is it? 

A: I don’t know - I'm not sure what you’re 
asking. 

Q: Does aging have any meaning in the context I 
just described? 

MR. WILLIAMS: Well, she didn’t understand 
what you just described before.Why don't you 
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til rephrase. 

PI BY MR. SHONKA: 

P] Q: Reynolds does keep statistical tabulations, 

Pi does it not, on age groups 21 to 24?Yes? . 

[5] A: On the number of adult smokers who choose 
pi our brand who are age 21 to 24? 


p that information, yes. 
you kefep similar information for 25 to 



[ 10 ] 34, is it? 


[tij A: Yes,ptfe do. . 

[tz] Q; Is tlfillS8i|ext span after 25 - after 24? 
ini A: Usul&y, although people can break it out 
[i4] differentl^fe^l^imes they'll look af^ll to 29. 
us] Sometim4j&j&|*|| look at 21 to 34, IrnslSiSftiere's 
no - you SonThlve to break it that 


[161 

tm Q: Do 
ns] by which a 
[is] the grou; 

[ 2 C| A: 1 su 
pii means is 
!? 2 l are and ho 
[23} time. 

Q: Okay. 


aging" describtffhe pf^cess 
moves from, say, ||§§i|yy|p 24 into 

could. I mean, to mS§lyp$jf it 
age’of your franchise atM^^^lold they 
the franchise is getting:older oyer 
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[ij 20s mo’ 

Pi Ar Again,! 
Pi franchise a 
Pi describe it 
t$l another.Yo 
[6j one year ol 
tn think eithe 
m Q: How 




group 21 to 24? 
se you’re talking a® 
at is, getting older, yoj 
ing from one age I 
d describe it as juspa&iaj^g from 
another. I mean, that wou|i - I 
se you could dcs<pSi§Sit way, 
eynolds account ffeas^sgage 



pi smokers yteaaaft ve into the adult 



and above? 


(taj MR. Will 
ini lack of fouj 
[i 2 | account fo 
fi3| directly co 
[i4] testimony, 
[is] THE 
[i6i smokers 
tm 




Well, I’m going toi Sb ft a it a 
n, no testimony that they do 
rage smokers. In fact, that is 
ry to a day and a half day's worth of 


j We do not account for underage 
adult smokers. 

BY MR. SHONKA: 
li8] Q: Reynolds is certainly aware, is it not, the 
[t»l people under 18 who smoke, in fact? 

[ 20 ] MR. WILLIAMS: When you say "Reynolds," what 

pi] do you mean? Of course people - 

pa] THE WITNESS: I’m not going to speak for all 

P3j of Reynolds. I am aware that people under the age 

p4j of 18 experiment with smoking. 

ps] BY MR. SHONKA: 
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[i] Q: All right.And some even smoke seriously 
Pl under age 18; is that correct? 

PI A: Some - again, according to government 
(4) data - not our company data, but according to 
(51 government data which has been published, I believe 
(61 the average age at which an individual becomes a 
Pi regular smoker is between 18 to 19.That means that 
pi some people become a regular smoker before 18. 

[9] According to government studies. That's not RJ. 

[10] Reynolds' statement. 

[ii] Q: Is NFO data part of Reynolds' files? 

[ 12 ] A: Historical files, yes. 

[is] Q: And the question is: When people who arc 
[i4] underage who are already smoking become - turn 18, 

[is] does Reynolds have any.term to describe that, the 
[i«] entry into the adult market? 

[i7] A: We track adult smokers 18 and older and our 
[i8i share among them. 

[iBl Q: But do you have any term to describe the 
[ 2 oi entry of an underage smoker into the adult market? 
pi] A: We only track adult smokers 18 and older. 

P 2 ! Q: I’m not asking if you track them. I’m 
P3] asking if you have a term for describing the step 
(24) when an underage smoker becomes an adult smoker? 
ps] A: No, I can’t think of any. 
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[il Q: Okay. If you turn to page 6 of Exhibit - 
Pl of the attachment, and that bears a number at the 
Pi bottom, 87M01223 - do you see that? 

[4] A: Yes. 

Pi Q: I’d like you to look at the last paragraph. 

(6) And it says; (Reading) 

Pi The advertising should 
[8] elicit an emotional response 
PI to positively motivate target 
[io] smokers to rethink their brand 
[ii| [of] choice. 

(121 Can you explain to me what that means? 

[i3] A: Sure. I'd like to read the rest of the 
ini paragraph first, if - 

[is] Q: Oh, sure.Takc your time.Take your time. 

[is] (Witness reviews document.) 

[i7] A: And you wanted to know what the - my 
[is] interpretation of the first sentence? 

|iBi G: Please. 

[ 2 oi A: I would say that means that we need to have 
[ 2 ii advertising that generates a response in people 
[ 22 ] where they look at the ad and think: Gee, I’m going 
l»l to think about switching to Camel. 

P4j Q: What about further on in the paragraph. 
psi where it says: (Reading) 
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HI For most smokers, the 
(21 cigarette ’decision process’ 

[3] is nonexistent or at best 
14] superficial. 

(si A: Yes, 1 see that. 

PI Q: What is your understanding of that? 
m A: Again, unless you see an ad that makes you 
(a) relink y^ur brand choice, you're not thinking about 

(9) yovlr bran<| choice, so you go in and buy the brand 
(to) yom$gH$iS do. And the purpose of the ad is to get 
(it) yotfro rethink that brand choice. 

(i 2 l *t says, "the decision process is 

(13) nofexistent or at best superficial." you - and you 

(14) sai<p|m|Pe advertising is to ^et - the purpose 
(isj of &s^^rtising is to get pepplsHngcthink their 
(is! brandenofee? 

,,7, J^iMMdihat. s- ^ 

[is] Q: So i#*t your view, then, t h^1Tdv| rtising 
(i9] do^iPI|g||Phn effect on brand choice? 1 ; 

[2oj is.Advertising has^^^^it on 

tail brand choice among adult 

[221 Q: to the next sentence, where it s£ys, "this 

[23i is true among yoip|P|P§liuIt smokers who 

[24] are stft fcdjgv en by Rgi^ressuk^^re surrounded 

l 25 l by Mjgboib smol! te ur -M^ 


PI up. f 

Hi Caf 

pi mean!' 
PI A: | 
fh Q: S 


P|ing that advertising 
ilult smokers to choc 

fu explain that sent J 
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fluence 

fell, let me back 
be, what it 


Pi A: Whic h one are we talki ng, aboofl 

[7i Q: y|fa|ing) 

pi Tlfis ^particularly true 

Pi am0r|Pyoi|nger adult smoker s,,, I 

[10] who imPfull driven by peer F®*™' F 

[11] press ^^^ id are surrounded by 
[ 12 ! MarlbOT^inokers. 

pal A: ||3»| that means is, among younger adult 
[i4] smokcE^klarlboro is the dominant brand. So there’s 
[i5i even j£g|on to think about your brand choice 
lie! because all the smokers you know around you are 
[i7i smoking Marlboro. So there’s even less reason to 
lie) think: Gee, I could consider a different brand. 

Ii9| So it’s particularly important that the 
[ 20 | advertising make you reconsider that brand choice, 
pil Q: And does advertising influence peer 
[ 22 i pressure? 

(23i A: It influences brand choice of an individual. 

(24) And that brand choice - now. I’m smoking Marlboro 
[251 and I switch to Camel, and I have three friends that 
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m smoke Marlboro. Well, they may switch to Camel 
pi because I did. 

PI You know, that’s how it works. Obviously, 

(4j you know, as an adult, you look at the brand choices 
isj of people you know. And that’s what peer influence 
isj is. 

m Q: Could you go back to page 1 again, where we 
[61 were earlier. 

19] A: Page 1? 

Hoi Q: Yes.The typed page 1.Again, that’s the 
(it! one with the Bates Number 87M01218. 

(i 2 j A: Yes. 

(13) Q: You see a reference to "virile segment"? 

(14) A: Yes, I do. 

[isj Q: What does that refer to? 

(is) A: It was one of the segmentations that were - 
[17] was done at the company.I think - you know, 

(is; obviously before this time.This was in 1987. So 
(i9) probably in the ’80s. 

[ 2 oj Q: Can you elaborate? When you say it was one 

[ 2 ij of the segments, what - 

[221 MR. WILLIAMS: You’d like her to elaborate 

[23] on virility? 

[24] MR. SHONKA: On the virile segment. 

[25] THE WITNESS: Well, what the virile segment 
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[ii was, was - that segmentation was based on the 
pi interaction of brands.They basically profiled all 
PI the brands in the marketplace and said: What brands 
Hi have the most switching with each other, the most 
[5i smokers who go back and forth and switch between 
[5] brands? 

! 7 i And then it grouped those brands together: 

[Bj These brands have the most switching between each 
pi other and, therefore, seem the closest together. 

[io] And then, once the brands were grouped like 
[i t] that, then somebody -1 don’t know who - tried to 

[i 2 ] describe that group of brands and put a name on it. 

|i31 BY MR. SHONKA: 

li4i Q: What are the brands that belong in the 
(isi virile segment? 

(is) A: The brands in the virile segment - I’m 

(i7) recalling, because this is back in the 80s. But I 

[is] think it was Winston, Camel, Marlboro, Lucky Strike, co 

[i9[ Pall Mall, Viceroy, Raleigh. to 

[ 20 ] Q: Any others? ^ 

pi! A: Well, there could have been. I’m just 0,1 

[225 recalling that those were the key ones I remember. 

!23j Q: Which were the largest ones in the segment? 

[24] A: Marlboro is by far the largest brand. 

12 S] Q: And second and third? 
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|!j A: Arc wc talking about 1987? 
ra Q: Yes. 

pi A: In 1987,1 would say that Winston would have 
pi been second and I think Camel would have been third. 

Pi MR. WILLIAMS: Is this a good time to stop 
Pi for lunch? 

pi MR. SHONKA: Yeah. Probably is, although- 
pj okay. Lepigo. 

from 12:38 p.m. to 1:37 p.m.) 

BY MR. SHONKA: 
d afternoon, Ms. Beasley, 
noon. 

ve a good lunch? 
you, 

u ready to continue 



re the lunch, we |ve*e*talking 
the executions th ^^jft ot used 
brand - or brand, 
y skewed too yo 


( 2 il you mentioned was the rollerbladi: 

[221 recall that?*'* 

A: Yes ^ r 

Q: As ps the 75t lay 



(23) 

m 

ps] Camel 



with a 



can 


ase may 
pf these 
you 


on, 
f some sort, 



[i] did it ni 
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ends upon your definition, but 
x popped up. ||P^' j 
s pan of the BirtHdav ' 


ny concern that thej 


ap shewed 




(16] 

1'T] 



it in adult j 

our ad popping up. And it 
ack graphics with the 75th Birthday 

e roller blade ad, had it run, 
in adult publications as well, would 


A: Yes, i| 

Q: Was 
pi too youi 
Pi A: Nd. 

|ioj the pop-up^ 

(11] was pack 

(1 2 ] logo. 

[isj Q: All rij 
[i4] would havj 
[is] it not? 

A: Yes. 

Q: So why was there a concern that roller 
[i»] blading was a - would skew too young, but a pop-up 
|i«] ad would not? 

( 20 ] A: Because, again, it was the content of the 

( 2 1] roller blade ad: that, roller blades, adult smokers 
( 2 !l saw as being for people younger than them.The 
<231 pop-up ad had our pack graphics and the 75th 

(24] Birthday logo, which was not seen by smokers that 
( 2 $i way.adult smokers. 
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[i] Q: You said also that you did not run 
ra executions that showed party favors? 
p] A: That's correct. 

(4j Q: And, again, why do parry favors skew too 

[5] young and a pop-up camel does not? 

[6] MR. WILLIAMS: You didn't say it was a 
m pop - oh, "and" a pop-up camel was not? 

[»] MR. SHONKA: Yes. 

[9] THE WITNESS: Again, it was because of the 
(to] content, When we showed ads to adult smokers, they 

[ii] said, Hnunm, that looks too much like a birthday 

(i 2 ) party and that could be for younger people than me. 

!>3] So we eliminated that. 

|i4] Again, the pop-up was pack graphics and the 
(is] 75th Birthday Celebration, which they did not feel 
[is] that way about. 

(in BY MR. SHONKA: 

[is] Q: Did legal raise any concerns about pop-up? 

(is] A: NO, 

( 20 ] Q: Did anybody at Reynolds raise any concern 

(21] about pop-up? 

( 22 ] A: No. I don’t recall. 

(231 Q: And in terms of the focus groups on the 

(24] pop-ups, the questions put to the focus groups are: 

(25) Is this for someone your age, someone younger than 
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(i| you or someone older than you? 

12 ] A: That's right, 

Pi Q: And that is the extent of the market 

(4] research that Reynolds did on pop-ups before running 

[5] them? 

(6] A: Well, of course we take all of our ads to 

[7] focus groups, if that's what you mean, and then we 
[a] focus group our ads.That's how we do it.That's 

pj how wc do our research. 

[ioi Q: But regarding the pop-up ad, you did no 
(ii] other research other than the focus groups? 

[i 2 l A: We may have done a day-after recall test, 

(is) after it ran. I can't remember, but I think we 
[i4| might have. tn 

(is] Q: Does the day-after recall ask if an ad is 

(16] for you, someone your age, older than you or 

(17) younger- 

lie; A: No, a day-after recall test is to see if 
|i#j people remember seeing it, 

120 ] Q: If it made an impression? 

|( 2 il A: Yes. 

( 22 } Q; But, prior to running it, you made no - 
ps] other than focus groups, no public testing? 
p4] A: That is the testing you do of advertising, 
psi That’s how we test our advertising; that’s how we 


to 

M 

03 

U> 

K) 

VO 
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I'] 

P) 

PI 

W 

(SI 

PI 

PI 

PI 

PI 

[ 10 | 

(it) 

( 12 ] 

[13] 

[14] 

[15] 
[IS] 
('11 
|! 4 ] 
|!B] 
( 20 ) 
121] 
1331 
(231 
[ 24 ] 
( 2*1 


Cl 

(2! 

PI 

t*i 

IS] 

l«) 

m 

1*3 

(»1 

(I0J 

('») 

(121 

(I3| 

( 14 | 

I'St 

[ 16 | 

(<21 

MS] 

!1»l 

| 20 ] 

P'l 

| 22 ] 

133 ] 

[ 24 ] 

|2S] 


develop it. 

Q: Camel later - or Reynolds, Camel, later ran 
some ads, did it not, showing Joe Camel in a 
convertible? . 

A: I remember an ad with Joe Camel in a 
convertible, yes. 

Q: Was that pan of the birthday celebration? 

A: I don’t believe so. I’d have to see the 
exe£ution,put - I mean, if you showed me a 
spe§$&|§®^cution, I could tell you for certain. 

:'re just sort of recalling - 

Jut you do remember an ad at some 
poi^Lthat showed Joe Camel riding in a convertible? 

Ajdj|idmj$ in a convertible? ’ 

C& wf|t|jhe top down? 

G^^g^vonc voice any concert 
the brand,*8$at you recall, as u jwf 

ske^^L^P young? 

AsSttN&Iifr st of all, I don’t rec 
conversation, Was I actually or 
ad rancor not? 1 don't recall. Wi: 
at the ^^E.'p.|riod. 

MR|if$NKA: I‘ o hav Jodument 




maiSa^S^he next exhibit. 

1 Deposition Exhib: 
§ad entification .> 
1KA: I ask the wii 
thi^document. 

^record, it is a memi 
|er dated Novembe; 


BY MR.] 
3u, Ms. Beasley, ha? 
jefore? 



Camel - in 
:r that ad 


nd when that 
to look 
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was 


?87, from McCann 


seen 



Q: 


like to take a minute, 
our time. 

reviews document.) 

< BY MR. SHONKA: 

iley, have you seen it before? 


Cl 

121 

(31 

|4] 

151 

P) 

PI 

P! 

PI 

[10| 

("1 

[121 

[131 

('41 

[15] 

[16] 
[12] 
C«! 

[ 19 ] 

[201 

[211 

[ 22 ] 

[23] 

[ 24 ] 
PS] 


Cl 

PJ 

PJ 

1*1 

[5] 

P! 

[ 2 ] 

PI 

l») 

[ 10 ] 

C'1 

(12! 

(13) 

( 1*1 

[151 

[161 


A: Yes. 

Qt I’d like to draw your attention to the 
second paragraph. It says: (Reading) 

When the Agency first 
learned of Brand's interest in 
pursuing the 3-D French Camel, 
we discussed cost with Brand 
for the 3-D Heads, as well as 
another option, inflatable 3-D 


C2] 

[ 18 ] 

[19] 

[ 20 ! 

PC 

1221 

( 23 ) 

P4] 

(251 


bulletins. 

Do you see that? 

A: Yes, I do. 

Q: Who in brand suggested a 3-D Camel? -- - • 

A: Don't know. Don’t recall. 

Q: Would this have been part of the birthday 
celebration? 

A: Yes. 

Q: Is the reference to the inflatables here at 
all related to the reference to inflatables in the 
ideation document that we looked at earlier? 

A: No. 

Q: What is the difference between the two? 

A: They’re - this is talking about biliboards. 
This is a billboardjdea.That was a retail idea, a 
store idea. 

Q: Inflatables for convenience stores? 

A: Right. 

Q: And what exactly was the idea behind 3-D’s 
in - referenced in Beasley Exhibit 24? 

A; What do you mean, what was -1 don't know 
what you're asking. 

Q: You said billboards. How was it to be 
displayed? 

A: It was an inflatable on a billboard. Like 
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it says here, a 3-D billboard. Bulletin; that's a 
billboard. 

Q: Oh, bulletins are billboards? 

A: Yes, they are. > 

Q: And by billboards and bulletins, you mean 
standard - what everybody thinks of as a billboard 
along the side of a highway? 

A: Yes.That's correct. 

Q: Is there a dimension on those, a standard 
size? 

A: Well, bulletins normally -1 mean, 
there's - again, you know, some people don’t always 
use it consistently this way. But normally a 
bulletin is a 14x48, that's listed here.Thcn 
there's another size, which is a 30 sheet, and 
there’s an 8 sheet. And there's many different 
sizes of billboards, but a 14x48 is one size. 

Q: And 14x48 refers to feet? 

A: I think so. 

Q: Was there any discussion about the 
inflatable billboards as skewing too young? 

A: No, I don't recall any. I don’t think we 
did any of these. I don’t remember doing them. 

This -1 don’t remember doing that.Just 
don't recall. 
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ffl Q: You had mentioned the bulletin boards, but I 
pi see here: (Reading) 
p] We discussed cost with 

Hi Brand for the 3-D heads as . 

(S| well as another option, 3-D 
pi bulletins? 

A: I sorry. Where are you reading? 

Q: rm]§6rry.'^he second full paragraph, the 
ce. ItJays, "We discussed cost with 



PI 

w 

p] top senti 
noj Brand." 
ii A: Let 
(iri don't ku 
[is] MR. W 
[i4] the sent 
THE 
MR. s: 

[i7] begins, 
tie] THE W 
(i«l interest. 

Pol BY MR. SHO 

pij Q: Yes. It says: (Reading) 

[HI We discussed cost with 
[23j Brands for Pe3-Q|lHeads as 
p4| well as ano^^pption. 
ps] inflatabl«^^^lletins. 


Ii si 
( 16 | 


e s ee .ithat. "We discussed cost" - I 
sentence you’re on. 

: Why don't you point her to 
re on. 
j: I'm sorry. 

The first full senteifce.lt. 

Agency first learner 
: Oh.Uh-huh."Of 3 
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(D 
PI 
P) 

HI dimension; 
Pi Q: And 
(si those have 
P) A: I thi; 
PI is a 3-D 
M probabl 
Q: Inflati 
A: - 3-D.I 
MR. SH 
[tj| document 
ti4] MR. WIL 
(Bcasle 



ItO! 

[i'l 

( 12 ) 



the 3-D heads? 

I’m assuming it ^gjjg rthrce 
of Joe Camel. But^ don'tYecall. 
"or a bulletin board; whcreWould 
used? |n|g§|p>' 

e are both bulletinajfca8,Qnc 
ocher is a 3-D buhlulpvnere 
le billboard was 



ns) 


: I'd like to have another 
d as the next exhibit which is - 
: Twenty-five, 
iition Exhibit No, 25 was 

[16] marked for identification.) 

(17] MR. SHONKA: For the record, a document that 
(is] is dated March 22,1988, to - Stavros, 

[19J S-T-A-V-R-O-S, Michaelides, M-I-C-H-A-E-LI-D-E-S, 
po] from Lynn Breninger. 

BY MR. SHONKA: 

Q: Ms. Beasley, can you tell me - do you 


pi] 

[»] 


pa] recognize this document? 

P4j A: Can I just have one minute, please? 
ps] Q: Sure.Take your time. 
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[ii (Witness reviews document.) 

PI A: Yes. 

(3j Q: Okay. Who is Stavros Michaelides? 

Hi A: He Worked in Tobacco International;! don't 
PI recall his exact position. Our company, RJR 
Pi Reynolds Tobacco International, 
m Q: Do you recall why you sent this memo to him, 
P) Exhibit 25? 

pi A: Yes.There was going to be a Camel advisory 
(ioj conference.That's where all of the people who 
(til worked on Camel in the different countries got 
(i 2 j together to talk about Camel. 

(i3i Q: Are such advisory conferences held 
(i4j regularly? 

(is] A: No. Back then they were, but not now. 

[i6i Q: "Back then" meaning 1987/88? 

(i7) A: 1987/*88. 

(lei Q: How frequently were they held? 

(is] A: I think once a year, back then, 
po; Q: In the - about what time of year? 
pi] A: I don't know if they had a regular, set 
(221 schedule of the time of year. 

I23i Q: And what did the advisory conferences - 
p4] what was their business? 

( 26 ] A: Just each country would review what they're 
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[i] doing with the Camel brand. It was kind of an 
[21 update for each country, to see what the other 
(3] countries were doing. 

H] Q: Did the - who organized the advisory 
Pi panels, conferences? 
pi A: Probably this Stavros guy. Someone in 
Pi International, but I don't remember who. 
p] G: Were such conferences held with other 
pi brands? 

[ioj A; They might have been. I mean, I was aware 
in] of the Camel one, but I’m not really sure. It's 
[ 12 ] possible. 

[Hi Q: Were conferences held on the - excuse me - 
[i4] above the - above the brand - on a company-wide 
[isi basis? 

[i «3 A: I'm not sure what you're asking. 

(i7] Q: In other words, were advisory conferences - 
[is] let me back up. 

(is) Reynolds has the domestic tobacco company? 
po) A: Thac’s right. 

pi] Q; It also has several other tobacco companies 
R 21 in other countries? 

[23] A: RJR Nabisco, one of the companies it has is 

P4) Tobacco International. 

ps) Q; Yes. And under the umbrella of Tobacco 
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(i] International there are tobacco companies that 
pi operate in other countries? 

PI A: 1 don't know about that. 

1*1 Q: For- well,there's one fc?r France, right? 

( 5 ] A: Well, I mean, they have marketing groups in 
isj different locations. But 1 thought you meant like 
[7] different companies. 

(si Qi--Whs«evcr. I don't know myself what they’re 
is] cal|ed, if ~^io you, whether they're companies or 

[ 10 ] groa$H$F 

[11] ATI don't think they’re companies.! think 

[iz] the|piisiP^ part ofTobacco International. 1 mean, 

[i3] I c&ild be wrong, but I don’t think they are. 

[i4j C^^^^^trposcs of our discussion, let’s assume 

[is] it's|§i|i|gg| group ora companv^^|ianer what 

(i6) its Corporate status, there are fl^aratc groups in 

(in varfllPliiintries; is that right^ 

lie] A: Yeal^i don’t know whic^^^^ries.I 

ti9] thi^^^^have some people in a country that covers 


[ 20 ] sevpggfgj|g|ntries. So 1 don't k|§Psy|ffe 
pi] people in every country or ncte§|||§| 

[ 22 ] Q: j&jt your understanding that th$ 

[ 23 ] comf^^^'oreign companifPl|Fll 

[ 24 ] they aa^ffiarket mgggg§an 


tey have 


tups, whatever 
of cigarettes 


[i] understanding thkfei 

Pi internlwSIbal company markets^ 
pi a couimfyjk's in. I think -1 thin^ 
[4] AithougnTI don't know; I've neve 


[3j a coufffryjr s 
[4] Althoiffl^ di 
<s) Q: Ck ; .^hi 
(ej Beasle&Jaghit 
in confefeej^|, t 
[8] of the Xarn el 
[b] a con|pira|>le 
[to] place aWfgu! 
[ti] grou p! eycf - 
[i2] A: BacKthi 
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speral.the 
than one brand in 
I usual. 

Slly checked. 


^ht. Now, my question is."while 
Exhibit 25 refers to a ^arnel^fe lvisory 
ic|, which you have described as a gathering 
imel brand from varic^^^^tries, is there 
Hide thing, meeting, |||J||ghce, that takes 
regular intervals on tHe corporate or the 


[i4] A: Ld&fl' t know.There could have been. 

[is] Q: iL$h«|e<now? 

[is] A: I wouldn't say there's any regular schedule. 

[i7] But maybe once a year we will get together with 
[is] Tobacco International people and just sort of inform 
M»! each other on what we're doing. 

(2o| Q: All right. 

pi] MR. SHONKA: In a moment I'll ask the court 
P 2 ] reporter to mark as Beasley Exhibit 26 a document 
P3| that has been previously marked as CX-946. It is a 

[24) memo with attachments from N. A. Walker, director of 
PS] markets research, to Ms. E.Jay - and did I say 
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in it’s dated January 30th? 
pi MR. WILLIAMS: Ms. E.J, who? 
pi MR. SHONKA: J-A-Y. E.Jay,J-A-Y is the 

[4j name. 

[si MR. WILLIAMS: I see. 

[«i (Beasley Deposition Exhibit No. 26 was 
Pi marked for identification.) 
pi BY MR. SHONKA: 

PI Q: Ms. Beasley, I would ask you to actually 

[ 10 ] look at the cover page of the memo, the first page, 

[11] the letter that I’ve described for the record. Have 

[1 2 ] you seen that before? 

[is] A: No. 

[u] Q: There is a second page underlying that, that 
[is] is a separate letter, dated February 20,1987. Have 
lie] you seen that before? 

[i7] A: No. 

[isj Q; And, finally, there is a document attached 
[is] to it that is described as ‘Youth 1987." Apparently 
pot youth target 1987 by the Creative Research Group, 
pi] Have you seen that document before? 

[ 22 ] A: In litigation only. 

P3] Q: Did you ever see it in connection with any 
P4| advisory conference or Reynolds conference that you 
[ 2 Sj attended - 
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li] A: No. 

[ 2 ] Q: - with Domestic - I mean, with 
p) International? 

[4] A: No. 

is] MR. SHONKA: I'm having - going to ask the 
|6] reporter to mark Beasley Exhibit 27, a document that 
[7] was previously marked in the case - in the 
Pi underlying proceeding as CX-975. It is a memo from 
Pi C. A. Williams to L, D. Chance, dated October 
[io] 14,1987. 

[111 (Beasley Deposition Exhibit No. 27 was 

[i 2 j marked for identification.) 

t<»] BY MR. SHONKA: 

(i4) Q; And I ask the witness to look at the ^ 

[isj document and see if she has seen it before. to 

[16] A: I'd like to just take a minute. 00 

[17] Q: Take your time. 

[is] (Witness reviews document.) 

lie) A: No, I don't remember seeing it before. m 

pot Q: C. A. Williams; is that Cynthia Williams? 
pi] A: Yes. 

p 2 ] Q: Did she work for you at that time? 
pa] A: Yes. 

P4] And I understand what the project’s about, I 
ps] just don't recall seeing this memo. 
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Q: All right. 


(>1 

PI Who is i. D. Chance? 

PI A: I don't remember him. He was probably -1 
M don't'knOw. Probably a supplier, I guess; Could 
(si have been maybe internal, maybe. I don’t know, 
tsi Q: When you say you understand the project, can 
m you tell me what the project is? 
pi A: Yea|e?We tyere going to be meeting with our 
F) sales forde and wanted to put a video together, 
[to] summarizropifc& 75th Celebration for them, so they 
ini could se^what yas coming up for the year. 

Q: An(f§l§il§l^vcre you meeting with them? 


A: Wh^n werg we meeting with who? The sales 


('!] 

(131 

(i*l force? 

Q: Ye; 
A: 1thj 
(i7) been at tj 
[tsi don’t reca 
Q: If yi 


(151 

(16) 



it was -1 don’t know. 
’87 or the begi; 
y- 

at the third buhe 
says: (Reading) 



[191 

poj the front! 
pi] We’re using advertising 
[ 22 ] executionsithathave never 
B3i been done ^%e§pre in our 
p*l industry, ,0m* 0M: 

psj Apparentlykatygo there. 


Hi 

P) 

PI 




(101 

ini 




A: Ap] 

Q: (Read 
We are 
f*i directly at 
[si provide us 
l«l growthiYo 
Pi smokers. 

(si Do you 
A: Yes" 

Q: Is 
A: No. It 
(i 2 j before that; 

[i3i smokers, 1 
(i*i smokers (p, 
tisi there. 

[is] Q: Ail right. 

[i7] Was the French Camel or the Birthday 

[i«i Celebration at all targeted to the 18 to 20 segment 

|i»j of the 21 to 24 group? 

( 2 oi A: It was targeted at 18 to 24 male competitive 
pi! smokers, 25 to 34 male competitive smokers, and 
P 2 ! Camel franchise smokers 18 plus. 

[23] Q: Was any special emphasis given to 18 to 20 
p*i year olds? 

psi A: 1 don’t rcmembcr.They were definitely 



.gthem 

that 

ur future 
ult male 


reference to 18 to 20 year olds? 

u’U look at the paragraph 
ke Camel more relevant to our target 
male non-menthol competitive 
ily Marlboro)," it defines it right 


(i) 

PI 

| 3 | 

1*1 

[SI 

[*> 

( 7 ) 

[ 6 ] 

(9) 

( 10 ] 

(II) 

[121 

[131 

[1*1 

[151 

[ 16 ] 

[171 

[181 

[191 

120) 

P'l 

[221 

[Ml 

[ 2*1 

[ 25 ] 
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HI 

P! 

PI 

15) 

m 

pi 

m 

pi 

[101 

[111 

[121 

[13] 

[ 1*1 

(15) 

[16) 
[17] 
[16] 
[ 19 ] 
[201 
[211 
[22] 
[231 
[ 2*1 
I [251 


included as part of the 18 to 24 target and the 18 
to 34 target. I mean, they were part of that 
target. 

You know, we might have done some groups 
that were 18 to 20. But I think most of our groups 
were 18 to 24, as 1 recall. 

Q: Tell me, if you did groups 18 to 20, why did 
you do them? 

A: I don’t recall doing that, As I recall, our 
focus groups were usually, like, two groups of 18 to 
24 one group 25 to 34.1 don’t recall doing groups 
that were just 18 to 20. I’m not saying it’s not 
possible, but I don’t recall that. 

Q: You recall no reason for separating 18 to 
20s from the 21 to 24s?_ 

A: I don’t recall doing that. 

Q: Okay. Do you have an understanding of 
whether it was in fact done? 

A: I just don’t recall. You know, I don’t 
remember. We might have. 

Q: Tell me - at some point, when did Reynolds 
decide - or how was the decision reached to advance 
the Birthday Celebration into a full-fledged 
campaign? 

A: Well, it was the Birthday Celebration.And 

Page 388 

when I was on the brand, we got the Birthday 
Celebration off the ground and we immediately 
started working on sustaining a campaign. And 1 
felt like we could turn it into a sustaining 
campaign - this idea of Joe Camel into a sustaining 
campaign and not just as a birthday celebration. So 
1 had the agency start working on it as a sustaining 
campaign. 

The feedback we were getting from the 
marketplace was very good. Adult smokers liked the 
campaign a lot: our sales force liked it a lot: the 
response from the adult smokers was strong. And so 
wc were looking at how we could turn the idea into a 
sustaining campaign. 

Q: How was the decision reached within Reynolds 
to make the transaction to its sustaining campaign? 

A: The actual decision to launch that campaign, 

1 think, was made after I left the brand. I was 
working on the development of it. I think I set up 
some testing - we had done some testing of it. But 
I think I had left the brand when the decision was 
made. 

Q: Did you make any recommendations regarding 
the transition of the brand to - transition of the 
campaign to a sustaining campaign? 
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[il Q: Do you have any understanding as to why 
pi Trone was dropped? 

pi A: It wasn't a matter of being dropped.They 

[4] were only hired on a project basis. I hired them 

pi for a specific project, the 75th Birthday 

(6j Celebration, and they completed that project. 

m Q: No other agencies were involved in the 

p| development of the ongoing campaign then, other than 

(si McCann Erickson? 

[ioj A: That's my best recollection, it was just 
Mi) McCann Erickson.ycs. 

[i 2 | Q: When did you leave Camel brand? 

[i3l A: In April of 1988. 

[i4] Q: And where did you go then? Special markets? 

[is] A: Yes. 

[is] Q: Can you tell me about your transfer to 
[i7] special markets? 

(i8l MR. WILLIAMS: What would you like to know 
[i9] about it? 

pa] BY MR. SHONKA: 

( 2 ij Q: The circumstances. 

[ 22 ] A: Well, my boss told me that 1 was being 

[23] promoted to director and I would have a new position 
[ 2«1 as director of special markets, 

[25i Q: Okay.What were your responsibilities as 


[i] director of special markets? 

PI A: My responsibility was to study the 
Pi African-American, Hispanic, and military markets, 
pi and come up with recommendations on how we could 
Pi best market our brands to adult smokers who were 
lei Hispanic. African-American, or in the military. 

Pi Q: Did you continue to work on the Camel brand 
PI while you were in special markets? 
pi A: Well, it wasn't specifically the Camel 
(ioj brand. It started out as just generally looking at 
[i i] adult smokers who are Hispanic, African-American or 
[i 2 ] in the military. And then, over time, It evolved, 
pal So we were making recommendations on how to adapt 
[i4] the general markets efforts to the special markets. 

[is] Q: Did you stop participating in decision 

[isi making regarding the Camel brand when you became 

[i7] director of special markets? 

[ib] A: For the general market, yes. For special 
[isi markets, the translation of an ad for the Hispanic 
120 ] market, using Hispanic copy, I would still have been 
pi] involved in that, but not for the general market. 

[ 22 ] Q: What brands were you working with while you 
pa] were director of special markets? 

[24] A: Well, really, it was to look at all of our 

[ 2 si brands and decide, you know, among adult smokers, 
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HI what was the best opportunity and which one should 
p] we be working on and translating. So it was 
pi essentially looking at all of our brands and saying: 

[4j What’s the best opportunity for us to grow among . . 

15) adult Hispanics smokers, for example? 

(s) Q: Did you concentrate at ali on the Camel 
Pi brand? 

(B) A: We^.Carnel would be one brand. I would say 
19] Camel, S|ilem t a|d Winston were all key brands,They 
[io] were - y «BgteiB^ wy. they were our three largest brands 
(in at the So ... 


(123 


Q: Art] 


are of focus groups concerning the 


till Hispanic&market in this time period? 


('«] 

(IS) 

[1«l 

tm 

t'«i 


A: Ye; 

Q: DidU®||q^|nduct any? 

A: I dfnTconduct focus groups 




Q: Ok 
A: I probably 


[i9] some, a 


[201 


Q: An 


pij to 20s? 

A: Yes. 
Q: And 
p-i) focused -t! 
ps] year old Hf 


tai 

P3] 



u approve any? 
id. I’m certain I ar 
ably approved theffTas'w^ 
re of focus groups 


you have focus | 
oficernedjg^ealt ■ 
smokess?.. 



ng 18 




That's right. 

: All right. Special 
: Uh-huh, special njafrtn? 


HI MR. Are we in special 

p] now? 
pi MR.SH 
(4i MR. WILO 

(si THE Wl 

16 ] 20 . 

pi MR. SHd 

is] THE WIT 

Pi that tim‘ 

[io] best switch 5 
tnj adult smo 
[t 2 | switching 
[is) switch tho 
(ui an oppomfi 
(<S| 

net Q: The 




A 8 to 




Yes. 

: Because we had : 
ink it was well-foi^ 
ipportunity was 18 S 
cause they had the highest 
nd we had the best opportunity to 
kers. So we were looking at them as 
or us. 

BY MR. SHONKA: 
cern that you had with the 18 to 
(173 20 Hispanic market was as for switching 
( 18 ] opportunities? 

[ 1 #] A: For younger adult smokers to choose our 
po] brands as their usual brand; that was our goal, as 
pi] with every age group of adult smokers. 

( 22 ) MR. SHONKA: I’d like to have a document 
[23j marked as Exhibit 28. 
p*l (Beasley Deposition Exhibit No. 28 was 
psi marked for identification,) 
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li] MR. SHONKA: It’s a document that's been 
( 2 ) previously marked as CX-990 in the underlying 
pj proceeding. It is a memo to J. D. Weber - from 
Hi J. D. Weber to Mr. D. W. von Arx - did I pronounce 
pi that correctly? Subject: "Heroic Camel Advertising 
ts] Campaign." 

pi BY MR. SHONKA: 

pi Q: Ms. Beasley, have you seen this document 
Pi before? 


A: Could I just take a minute to look at it? 
Q: Please do. 

(Witness reviews document.) 

A: Yes, I have seen it. 

MR. SHONKA: We’ll wait till Mr,Williams 


[ 10 ] 

[ii] 

(121 
(13] 

(14| 

[is] returns. 

[i6] THE WITNESS: Oh, I’m sorry. 

[in MR. WILLIAMS: Go ahead. 

[is] MR. SHONKA: She’s already answered, 

ns) THE WITNESS: I'm sorry. 

[ 2 oj MR. WILLIAMS: She's seen it before.That's 
pi] all right. She was well protected in my absence, 
psi BY MR. SHONKA: 

pa] Q: Ms. Beasley, could you tell me about the 
p 4 ] "Heroic Camd"? What do you mean by that? 
psi A: That was the sustaining campaign that was 
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[i] developed, the Joe Camel sustaining campaign, to run 

[ 2 j after the 75th Birthday. 

is; Q: If I could draw your attention to the third 

[4j bullet point on the second page where it says 

[S] ’’Advertising Communication." 

(«l A: Yes., 

m Q: It says: (Reading) 

[8] Heroic Camd communicates 
Pl an advertising message which 
(ioi maintains the positive aspects 
[i i] of the Bob Beck/Camcl World 

[1 2 ] communication, but also adds 

[13] dimensions which strengthen 
[ui Camel’s appeal among younger 
[is] adult target smokers. 

[16] Do you see that? 

(17) A: Yes, I do. 

(i8| Q: And then below that it says: (Reading) 

[i9l It provides more “younger 
[ 2 o] adult” imagery than Bob Beck, 
pu What does that mean? Do you know? 

122 ] A: I don't know. 

[ 23 ] Q: Do you have an understanding of the 
p4j paragraph? 

psi A: Yes, I understand the paragraph. I just _ 
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Mi can't tclJ you specifically what he meant there. I 
PI don’t know. 

01 Q: In what ways did the brand define the Heroic 
[4] Camel campaign - is it fair to call it a campaign? 

[si A: Yes. 

(6! Q: In what ways did the brand define the Heroic 

[7) Camel campaign to be superior to Bob Beck? 

(8) A: Because it was more fun, social and 


feJuMj^tvhy is that important? 

^Because that’s an image that target smokers, 


1131 frafglfiseP 

I'U thejS&agfi 


[iB] cornmuni( 
MS] 


iult competitive smokers and Camel 
Smokers 18 plus, find positive.That’s 
|hey’d like to see for the brand, 
be Heroic - it says fiehe-huhe first 
r the bullet point; (^Ipoing) 
j|ob Beck in ^ 

gimon of the I "'XLJ 

^independent user 


[ 2 i! Dowou understand what is m 
(azt comnjiunicaiion of a masculint\?m!e^ndem user 
!?3| imagq^A^ 

(251 Q: ||Pla| is yo ur 
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!2j you aSS 
PI this b® 
W branch 
[s; looki^j 
|s| campa 
Pi yes. ? 
[8| Tli 
pi haiassp 
pci looki^ 



fild say what that m 
flalt smokers the qu 
Ids masculine," or, "Do 
H men." that they 
ij|he Bob Beck camjjaigft* 
f they would have said:To 


,e thing on indeoc teteafig 
ite campaign and 4 y ofiki 
his campaign, do 


hat when 
O you think 
ink this 
fve - after 
id looking at this 
|c same degree, 

j|They would 

r w, Based on 
Camel is a 


in; bnmd^S^pdependent smokers, adult smokers? And 


[ijj they have rated, after looking at both 

[is; campt|gni» them equally. 

;u; Q: w^^is independence important? 

PS) A: ffgiMe it’s an imponant personality 
[i6i charalliSifit to the target smoker, 18 to 54 
[in competitive male smokers. 

[i8] Q; And the same with masculinity - with the 
[t®l masculine image? 

[»i A: Yes. 

pi| Q: It says it provides more younger adult 
[ 22 j imagery than Bob Beck. Do you sec that? 

[23] A: Yes. 

[24] Q: What is younger adult imagery? 

[ 2 s] A: Again, I don’t know really know what he 
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til meant by that. I’m not sure what he was thinking. 

[21 Q: Do you have an understanding? 
pi MR. WILLIAMS: She said no. 

[4] THE WITNESS: No, I really don’t know what 
[sj he meant by that. 

[si BY MR. SHONKA: 

[7] Q: Why should younger adult imagery be 
(sj important? 

[9j A: Because the target of the brand was younger 
lioi adult male competitive smokers 18 to 54. So that 
[ti] would be important. 

H 2 ] Q: Above that, it says, "Impact Potential." Do 
[is] you see that? It’s the second bullet point on the 
Ii4] page. 

[is] A: Yes. 

iiq Q: And it says; (Heading) 

[i 7 i The Heroic Camel is rated 
[ 16 ] two to three times higher than 
[is] Bob Beck, as well as all other 
[ 2 o] RJR campaigns for its 
pi! attention-getting, clever, 

[ 22 j unique and fun advertising 
[23( format. 

[24] Do you see that? 

[25] A: Yes, I see that. 

Pag® 400 

|i] Q: What sort of ratings are used to reach that 
! 2 l measure, two to three times higher? 

[31 A: It would be -1 don’t know exactly on this 
[4[ test what they used. But normally it would be - 
[sj let’s say: On a one to five scale - or a one to 
Pi seven scale, you know, seven being most 
pj attention-getting - or very attention-getting and 
l«l one being not attention-getting at all. what do you 

[ 9 ] think of this campaign? What number would you give 

[10] it? 

[in And then you’d do that with a group of adult 
I(i 2 ] smokers, and then you’d compare the total average 

[1 3 ] score for one campaign versus another, and the total 

[14) average score was two to three times higher. 

[is) Q: Who does that scoring? 

H6i A: The adult smokers.The competitive adult 
[in smokers and - you know, 18 to 54 competitive adult 
[ia| smoker$. and franchise smokers 18 plus, 

(19! Q: Are these done as part of focus groups? 

[ 20 ] A: No. Not usually, 

pi; Q: It’s quantitative research? 

[ 22 ] A: Yes. that would be quantitative research, 
pa] Usually it would be. I mean, it would be rare that 
[24j you would do that kind of thing in focus groups. 

[ 25 ] Q: The next sentence refers to: (Reading) 
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It] 


Creates a highly 
PI imaginative, appealing, and 
pi relevant advertising image 
M that is uniquely ownable by 
pi Camel. 

Pi What is "uniquely ownable by Camel"? 
pj A: It means that, if you ask someone, Could 
p] MarlborpPQo this campaign, and adult smoker, they 
19) would say, Nojinly Came! could.Which, of course, 
tio] makes senfiPfe'ecause it featured a camel and the 
d was Camel. So it was uniquely 
el. 

important in advertising, to 
at is uniquely owifehle bya brand? 


in] name oi 
[i 2 ] ownabl 
[is] Q: Ari 
[i«l have an 
A: Ye! 

Q. 

A; Be 
|i*i for your { 
[is] brand ct^ 
[20] Q: Is 


(15] 

[16] 
it?] 




s that? 

want a persona 
'ou don't want on 
it and copy it. 
ant to have the i 

pi] with the brand? 

pj) MR.WlLblAjMS: What? | 

(23) THE sorry. I didn’^ 

[2<! understanding | 

p5] BT^g^SHo’ 



>Ou own 
t any 

dated 


l'l 


jtant to the brand ti 
|d with the brand in the 



Q: Is ft i« 

PI image assoc 
M consumer?^!*# 

[4] MR. WILyAMg: I’m going to obj ect as.va gue, 
is) THE Wlft &6jg §: Is it important to'have a? 
p] image asse xgaaid with a brand? 

BY MR. SH0& 
sing image associatfe 
ie consumer? 

(10| 

Mil 

[i 2 ] A: Becapelt's - again, an adult smoker is 
(i3l making thc$tei|nd choice based on the knowledge 
[14] they have brand. And they base that on the 
(is; image the]pggg||a: product information they have, 



11 a brand 


[is] what it looks like in the store, the package, do 
[in they see it in the store, what promotions are 
[i6l available, what kind of line extensions it has, how 
[i*i docs it taste when I actually taste it. 1 mean, so, 

[ 20 | there's many things that an adult smoker will base 
pi] their brand choice on.The input from the 
[ 22 ] advertising is one of those. 

[23i Q: And the image is pan of that input? 

[24] A: And the image is part of that input. 

[ 2 s] Q: Is it the most important pan of the input? 
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)i] A: No. 1 would say - you know, wc'vc often 
12 ] had these debates.You know: Is the product 
PS information more important or the image information 
w more important?They're both extremely important. 

[5] Q: We were talking about the Heroic Camel a 

[6] moment ago. Is it - we also called it a campaign, 
p] Do you remember that? 

PI A: Yes. 

Pi Q; Is it fair to think of the Heroic Camel as 
[ioi an execution of a larger Joe Camel campaign? 

[in A: A phase of the Joe Camel campaign; I think 
[i 2 ] that would be fair. It’s a phase of the Joe Camel 
(i3| campaign. 

[14] Q: And was that the first phase of the 
Its] campaign? 

[16) A: It depends. You know, different people 

[17] would answer that differently. You - in some ways, 

[is] you could say the 75th Birthday was the first phase. 

[is] In other ways, since that was just a promotion, you 
[ 20 ] might say the Heroic Camel was the first phase. So 
PH it just depends on, you know, your perspective. 

( 22 ! Q: So it's one or the other - 

[ 23 ] A: Yeah, I would say. Right. I would say it’s 

[24] one or the other. 

1251 Q: The point is that the Heroic Camel 
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[i] immediately followed the Birthday Celebration. 

PI A: That’5 right. 

(31 Q: When did the name Joe Camel attach to it? 

[ 4 ] A: Well, we ran an ad for the 75th Birthday 
[s] Celebration and we wanted Joe Camel to be an average 
pj guy, and we were - we had this ad and we had him in 
[ 7 ] a blue work shirt, and we were trying to come up 
pi with a name for him. And we wanted him to be seen 
m as an average Joe, so we thought ’Joe" would be a 
]ios very good name. And also the original Camel pack, 

]i i] the camel that’s on the Camel pack, that drawing was 
li 2 ] based on a circus animal,and the circus animal's 
[i3j name was Joe. 

[u] Q: Okay. Did you - who thought of that? 

[is] A; I don't remember who thought of it. It 
[is] was -1 mean, it was while I was on the brand. So 
(i7) it was someone on the team, but... 

[is] Q: Now, did the use of the name or the adoption 
[iBj of the name Joe Camel require corporate approvals? 

[ 20 ) A: 1 don't remember that, no. I mean, because, 

I 2 i] at the time, wc weren’t using it in a really big 
[221 way; we put it on his shirt. And then it just took 
[231 on a life of its own and it became “Joe Camel." 

[ 24 ] Q: So the first phase following the Birthday 

[ 26 ) Celebration was the Heroic Camel.The campaign went 
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(i! through later phases after that, did it not? 

P) A: Yes. 

13 ] Q: What followed the Heroic Camel? 
jj] A: I don't remember.You know, I can see ads, 
fsj but which ones were for exactly which periods, I 
[s] don’t recall. 

[ 7 ] I mean, there were more ad executions. What 
(81 exactly name they gave those, I don’t remember.You 



't on the brand during that time, so .. 
e image evolve over time, Joe - 
id - I’m sorry. 

hat’s okay. The image of Joe Camel 
cA-er time? 

The ad executions changed over time, 
e is "SmoothMovel’^'Qoejythat term mean 
io you? 


PI 
[ 10 ] 

("I 
[ 12 ! 

[is; evi 
[i*i 
(IS) 

1'6] a 

(’71 

[is] ^Q'rWa^hat another pha$e|of^he pamel 

I'®! cagg^l 

po] lylli’t know if you’d 
pi] thertm^iaign or really just a i>ro 
[221 campaign. I think it was mor 

[23] but know. Whoever ^ 

[24] defirffut differently. I wasn’t bn 
[zsi Qif^Sl^you desilfE^for u 





phase of 
tjon around the 
iomotion, 
p^he brand may 
e $rand then. 
fHi record, 



othMoves means? 

- again, 1 wasn't i.. ^ 
e. But I think it was c’ '’ 
would do, You kn 
line was Smooth 
h the advenising line, 
ooth Character d 
ves? 

Smooth - again,! 

I think 



rand, so 
sayings of 
use the 

ter and it was a 



an 

sn f on the 

§ the promotion 


and Smooth Character was the actual 
advenising, which that promotion played 

Smooth Character differ from Heroic 

lieve that was the line that was on 
li7] the advenising of Heroic Camel, Smooth Character, 
jiij Q: Okay. So Heroic Camel and Smooth Character 
[is] are all part the same phrase? 

[ 20 ] A: Yeah, Although, I don’t know exactly how 
pi] long that line stayed on the ads, It may have 
j 22 ] stayed on even after they finished the phase of 

[23] Heroic Camel, I don’t recall. 

[24] Q: Following Heroic Camel, was there another 
[ 2 Sj phase called ‘Joe in Action"? 
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[1] A: They might have called it that. You know, I 

[ 2 ] don’t know. 

pi Q: Does that have any meaning to you? 

[4] A: Not really. I don’t - I mean. I - I don’t 
[S 3 really know what they called it. I mean, chat 
(6j sounds familiar, but - 
[7] Q; What about Joe’s World? 

(si A: Joe’s World? 1 don’t know. I’m not sure 
pi what phase they may have been talking about. I just 
(ioi have to see them, see the ads, 
im Q: Joe’s Place? 

(i 21 A: I remember the ad Joe’s Place. 

[i 3 | Q: Is that different from Joe’s World, do you 
|i4) know? 

[is] MR. WILLIAMS: She said she didn’t know 

Lie] Joe ’5 World, so I dpn’t know how she could possibly 
](i7i answer that. 

[ia] THE WITNESS: I don’t know. But I do 

[i9| remember the ad Joe’s Place. 

po] MR. WILLIAMS: You need a Joe genealogy, 

[ 2 1] David. 

[ 22 ] MR. SHONKA: Actually we’ve been going about 
po] an hour now. If you want to take a break. 1 can 

[24] shuffle some papers. 

[25] MR. WILLIAMS: Great. 

Page 408 

[i] (Recess taken from 2:36 p.m. to 3:00 p.m.) 

,2] BY MR. SHONKA: 

] 3 j Q: Ms. Beasley, I’d like to ask you a few 

[ 4 ] questions about the Birthday Celebration. And when 

[5] the birthday celebration was launched, was that done 
pi nationally? 

Pi A: Yes. 

pi Q: And was spending for the campaign - for the 

pi celebration uniform throughout the nation? 

(io) A: No. 

in] Q: How - there were priority markets? 

[it] A: Yes. 

(131 Q: What is a priority market? 

[i4] A: In general - this isn’t always true - but 

[is] in general, a priority market is where you spend 

[is] more because you think you have more opportunity to 

[i 7 ] grow.The brand is stronger there, or the 

lie] competition has a bigger share there and you think 

[is] you can attract more switchers there; but there’s a 

[ 20 ] reason why you think you can attract more 

[ 2 1) competitive smokers in that market. 

[ 22 l Q: And in 1988, when the Birthday Celebration 
(231 was launched, did the Camel brand focus on 

124] particular priority markets? 

[25] A: Yes. 
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in Q: Do you recall which ones? 

I 3 i A: It would have been -1 can't remember 
pi exactly which ones. But, in general, I would say 
PI kind of-the western part of the United States. 

(si Q: As a very rough allocation - well, let's 
[si back up. 

(73 Do you have an idea of the amount of money_ 

Pi that CamJSt speiK for advertise - for - in the 
pi whole a^.vertishjg promotion mix in relation to the 
[io] 75th BirtB^^elebration? 

Mil MR, WILIAMS: Okay. Hold on. I want to be 
[lai clear he|l§iSw|tising promotion; are you 
[is] including'all marketing - 

MR. SMiw | j$reAll market activitifi 
MR. WkdstA'MS: Ail marketing.Th§ 

[i$l the discounting and everything else 
[17] MR. sl^w^^Vcs. 

[is] THE WlgjEsff All marketing for i 
[is] year. 

[ 20 ] MR. SlpS^St In connection witli 

[ 2 1] Celebration, however defined. 

MR. W1L1MAMS: Well, I think ■ 

BY MR. SHOP 1 

Q: If yoi reak it 0 ii^at ’ 


[i*l 

[IS] 


[231 

[ 24 ] 


ps) can't - 




hday 
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I can. I'm not reai 
tly, I could give you a 
in. 

Im thinking of. 


HI A: I’ 

12 ] don't recall 
pi think it mi; 

HI Q: That’; 

>"■ A ma"»vmvwvy,. 

[sj A: I thin tefepfe uld have fallen in 75 mill^pn 
( 6 | to 125 mill^^ar all marketing. 

relates to the prio| ets 

the country? 






Q: And 


i«l versus 


PI 

(i«! 

t"! 




entage allocation? 

it would have been - you 
[i 2 l know, I doi^fecall exactly, but I don't think it 
[i 3 ] would hav^sgg^i that skewed, because the magazines 
[i*l are nationajggg^the retail promotions are usually 
[isi national. Sc £bdo&& think it would have been a big 
(isi skew. 

[in Originally we had thought it would be, 

[is] because originally we were really going to focus it, 

[isi But then we decided on more of a national plan. 

[ 20 ] Q: When was the decision to go with a national 
pi) plan? 

122 ] A: It was while we were working on the 75th 
[ 23 ] Celebration, and it was, I think, before we went to 
[ 2*1 Long, but maybe after Winebrenner. And we were 
ps] talking back and forth, and it was agreed that we 
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[i] could make it a national effort. I mean, I can't 

[ 2 j remember the exact timing, but somewhere around 
t 3 ] there. 

[*l Q: But there is still a regional skew to it of 
] 5 ] some son? 

16 ] A: Uh-huh, yes. I would say chat’s fair. 

[ 7 ] Q: Ail right.Throughout the Came! campaign - 

[ 8 ] and I realize you were not there for the whole 

t 9 ] thing - but throughout the Camel campaign, do you 
lioj have an impression - did there continue to be 

[ii] priority markets, to the best of your knowledge? 

M 2 ] MR. WILLIAMS: Okay. Wait. I think it’s 

[i 3 ] improper to ask her if she had an "impression,” So 
Ii*] I think - 

[is] MR. SHONKA: Ail right. Just strike the 

ti 6 ] question. I’ll withdraw it. 

[i 7 ] MR. WILLIAMS: Okay. 

; 1B) BY MR. SHONKA: 

Its) Q: Ms. Beasley, after you left the Camel brand, 

[jo] you were an assistant - 1 mean, you were the 
pi] director of special markets. After that, in 1989 to 
P 2 ] ' 91 , you were vice president for strategic market 
[23] planning; is that correct? 

[ 2*1 A: Yes, 

[ 25 ] Q: And what does strategic marketing planning 
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HI do? 

p] A: At that time, my responsibilities were new 
[ 3 ] brands, strategic planning and special markets. 

]*l Q: Did that have anything to do with the 

15] project? 

is) A: Project? 

m Q: For marketing projects? 

[8] A: In general -1 mean, when we do strategic 

[ 9 ] planning, in general, we’d look at how much 

[10] marketing spending we’re going to have in total for 
ini the year. 

]i 2 ] Q: Yes? 

[isi A: Yes. 

j[U] □: And during the period when you were the - 
[is] with strategic marketing planning, did that - were 
(isi there priority markets for the Camel brand during 
[17] that period? 

[is] A: I don't know. I don’t recall. 

[i9j Q: You don't know? 

| 20 j A: No, I don’t know. 

[ 2 1] Q: Okay. After that - after you left 

[ 22 ] strategic marketing planning, you were vice 

pas president for Winston BU? That’S "Business Unit"? 
124] A: Yes. 

ps] Q; Did you have occasion to see budgets across 
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Ml the company, tike across Tobacco? 

(a; A: I would say that I might have had occasion 
PI to sec what other brands were spending.Across the 
•4] company? I’m not sure I would have seen across the 
is] company. 

[si Q: Across the brands? 

Pi A: Across the brands? 

01 I thi|ik I probably did. 

[toi ^gggjWinston, at that time, have priority 
ini m^kets? 

M 2 ] know. I don't remember. Probably 

[i3i di&*but I just can't remember. 

It Do you know if Cornel did? 
i can't remember. 1 mi^p^bu know, it 
?s fairly common tcpHve priority 
to - to go to a sf 
ind, did that year i 
} just can’t be sure. 

|ght.What about ini 
[ 2 il you were the senior vice pre| 

1221 Cam^JBU, business Unit agaih?Wcre^there priority 
[23] marl^gife^amel in that peij 

[251 mar^^^^en. 



ificlfear on a 

SSSS** " 

e priority 

5, when 
r Winston and 






u recall any of ther 
:h, it would have belfcmpfgally, for 
west/western sorttbf’SK’&w, I think. 
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Hi) 

M2] 

113] 


(16] 

M7] 

M«] 



oday you’re the e 
for marketing? 
am. 

|»re you aware of p 

> 



vice 


rkets for 


u recall what they 

A: ^ ' S 

Q'f 

A: 

[5] Camd 
t«l Q: , 
m presi| 
fa) A:j 
[HI 

[io] the b? 

A:] 

Q: 

A: | 

tu] have! 

[is] Q: lyidjQf Camel? 

A: fwould say yes, Camel does. 

Q: What are the prioriry markets today? 

A: I couldn’t name them specifically: but again 
[is] I would say it would be a skew towards the 
[ 20 ] midwestern/western sales area, 
pi] Q: Okay. As the executive vice president for 
[ 22 ] marketing, do you today sit on any management 
pa! committees? 

[24j A: Yes, I do. 

[ 25 ] Q: Which ones? 


here priority markets today? 
ends on the brand. But some brands 


Ml 

12] 

[3] 

W 

[S] 

|6] 

n 

m 

PI 

( 10 ] 

(11) 

M2] 

[13! 

[14] 

MS) 

M«1 

[17] 

[18] 

(19) 

[ 20 ] 
[ 21 ] 
[22] 
[23] 
| [24] 
[25] 


Ml 

p] 

[3] 

(41 

IS] 

IS] 

m 

[«] 

[9] 

[ 10 } 

1 (11) 

M2] 

!M3] 

[14] 
[IS! 
[161 
[17] 

(15) 
|I9J 
[ 20 ] 
(211 
[221 

[23] 

[24] 

[25] 
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A: There’s the operating committee and the 
executive committee. 

Q: Do you sit on both of those? 

A: Yes, I do. 

Q: What is the executive committee? 

A: It is Andy Schindler and his direct reports. 

Q: Who are? Who are his direct reports? 

A: Who are his direct reports? Tommy Payne, 

Jim Wilson, Chuck Blixt, Carl Hein, Jim Maguire, Ken 
Lapiejko, Gary Burger, myself. I don’t know if I’ve 
left anybody else out or not. I think that’s it. 

Q: That’s the executive committee? 

A: Yes. 

Q: And then there’s a management committee? 

A: Operating committee. 

Q: Operating. And who is on the operating 
committee? 

A: It would include those same people that are 
on the executive committee. 

Q: Okay. 

A: And then it would also include Dave Iauco, 

Cliff Pennell. Scott Keith, Maura Ellis. I think 
that’s it. 

Q: How long have you been a member of the 
executive committee? 
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A: Well, the executive committee - it was 
called the operating committee before that.There 
was just an operating committee before this year; 
maybe late last year or early this year. It was 
just the operating committee; there wasn't a 
separate executive committee.And I’ve been on the 
operating committee, I’d say, approximately for the 
last three years. 

Q: Since 1995? 

MR. WILLIAMS: She said ‘ approximately." 

THE WITNESS: You know, approximately. 

BY MR, SHONKA: 


Q: What are the responsibilities of the 
operating committee? 

A: Well, it’s primarily to update each other on 
issues. 

Q: Anything else? 

A: Well, I mean, that’s - that’s really 
fundamentally what we do. We update each other on 
issues, talk about the business. 

Q: How often does the operating committee meet? 

A: Once a week - well, we miss some meetings, 
but it’s scheduled once a week. 

Q: And it is chaired by? 

A: Andy Schindler. 
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Pi Q; When you say it meets weekly - or, no, back 
pi up. Let's go to the executive committee. 

PI Who is Mr, Payne? 

VI - A: He’s head of our external relations 
Pi department, 

16) Q: Mr.Wilcox? 

17 ] A: Wilcox? 

Pi MR. WJEL1AMS: Wilson, 
pj MR. S^ONKjA| Wilson. Can't read my own 
|io] writing. I* 

(HI THE Wj 
(i 2 j operatioj 


(NESS: Oh,Wilson. He’s head of 
SYMR.SHONKA: 
egal counsel, 
the packaging dij 


je’s head of sales. 
,'t make this - 
MR. WILLIAMS: Lapiejko. 

THE WITHESS: He’s chief financ 






Pi Oh, and I 


A: Just ascuft ed to me. Bob Gon 
Q: And 




n resources. Anl 

erating and execu|s 


tld be on 
reports 



c - each of those people that 
entified sit on the executive 

ave done so since earlier this year, 



pj A: He; 

Pi both of £h 
(ioi to Andy, 
pi] Q: Oka 

[i 2 i you've jus 
[i3l committee] 
ti*t did you sa 

[is] A: WeU. lea^lSs scom used to be head of 
(is; external relations, and it’s recently that Tommy 

[it] Payne took over. So I don't think that Tommy Payne 
(is) has been on it since the first of the year. 

[is] Q: Okay.The committee has existed since - 

120 ! less than a year now? 

pi! A: The executive committee. 

[22] Q: Right. 

pa] A: As a separate body, yes, 

p*] Q: Okay. Now, the operating committee, as in 

ps] addition to each of these people. Mr. lauco? 
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[i] A: lauco. 

PI Q: Good thing I didn’t do his deposition, 

Pi And Mr. Pennell? 

M A: Yes. 

CS] Q: All right. Who is Mr. Keith? 

pj A: He works for Cliff Pennell. He’s head of - 

[7] I think it’s called strategic planning and analysis. 

[ 8 ] 

PJ 
[ 10 ] 

!>'] 


Q: Okay.And Mr. Ellis? 

A: Maura Ellis.That's a female. 

Q: Oh, sorry. 

A: She is head of - like vice president of 


[1 2 ] public relations. She works for Tommy Payne. 

[13] Q: Okay. Now, you said the operating committee 
[i*] meets weekly - 

[is] MR. WILLIAMS: Or thereabouts. 

[is] BY MR. SHONKA: 

[i7i Q: Or thereabouts. And its purpose is for each 

[is] of you to talk and update each other on issues for 
[is] the company? 

[ 20 ] A: Yes. 

pi] Q: Does the operating committee have any 
[221 management authority as - does it function as a 
(23| decision-making unit for the company? 

[24] A: No, I would say not. I would say it’s 

[25] primarily information sharing. Certainly we discuss 
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in decisions. But Andy’s really the decision maker, 
ra Q: Okay.The executive committee; what does 
Pl that do? 

[4] A: Well, it's almost always just the operating 

[6] committee.Andy just calls an executive committee 
(6i if there are issues he only wants to talk about his 

[7] direct reports with. 

pi Q: How frequently does the executive committee 
[Si meet? 

(ioi A: I think we’ve only met as an executive 
! [i i] committee twice this year. But it’s whenever Andy 
| (i 2 ] decides. 

[13] Q: Okay. Does the operating committee review 

[14] budgets? 

[is] A: We have occasionally. I mean, I wouldn't 

)i6j say that’s a routine thing, but we have. 

lit] Q: Ms. Beasley, today, as a member of the 

[i«] executive committee, operating committee, senior 

[is] vice president for marketing - 
poj A; Executive, 

pi] Q: I’m sorry? 

P 2 ] A: Executive vice president. 

][23] Q: Oh. Executive vice president for marketing, 

jp4] do you have any understanding regarding the 
|ps] strategic priorities of the Joe Camel campaign? 
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A: Well, we're not running the Joe Camel 


m 

PI campaign. 
(3| 

1*5 
IS) 

PI 
F) 

i»l 


Q: Of what they were at that time? 

A: At what time? 

Q: When it was running. 

A: When it was running? 

Q: Yes. 

lipi. WILLIAMS: Wait a minute. It's a 
(si non sequit$ir. You've asked as executive vice 
(ioi pre^lggi&f marketing. 

^WE WITNESS: That would be today. 

5: That's today does she have - 
3. SHONKA: I said does she have any 



(iij prej 



erstanding of the 
iel campaign when it 
IAMS: Ask her if si 
non sequitur. Shq 
erstanding. What ij 
NKA: Priorities, 

IAMS: - priorities?! 
P'.] told you, but she can tell you ; 

( 22 ] TH^WITNESS: For the car 

(23] the - 

MRL^MONKA: Ye 

mffites: \^iu s wouie 


[ 21 ] 

|2S] 


.tegic priorities of 
inning, 
as - your 

S you if She 
tegic - 

Ashe's 

Ihen it ran 


■ that it was 
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marketing 

BY MR. 
.eynolds ever have 
bjective of reversi 
arc among 18 to 
■hat - 

IAMS: Are we talk 



grow the 



tegic 

historically 
Id smokers? 

kfor 


NKA: No. I said Ref 

y- 

: Let's have the question back, 
s question read by reporter) 

ESS: I would say - I would say 
(is] yes, a&|Jtigrimum, as part of 18 to 24.1 don’t 

(16) recall intwul broken out separately, 18 to 20, 

(17] but surely a strategic priority was to reverse our 

lie] decline among 18 to 24 younger adult smokers, 
(is] BY MR. SHONKA: 

120 ] Q: The question concerned 18 to 20 year old 
| 2 i) smokers. 

razi A: Yes, I know. I said, I just don’t remember 
[23! if it was broken out separately. But 18 to 20 is 
[ 2 *] part of 12 to 24, so ... 

[25] Q: Did Reynolds ever have as an objective to 
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HI market Camel with a single-minding focus on younger 
[ 2 ] adult smokers, emphasizing 18 to 20 year old 
(3j smokers, males? 

Hi A: Again, you know, I wasn’t on the brand the 
(si whole time. But when I was on the brand, our 
(si objective was 18 to 24 adult competitive - male 
m competitive smokers, 25 to 34 adult male competitive 
(«! smokers, Camel smokers 18 plus.To my knowledge, 

Pi Camel never had a target that was only 18 to 20, so 
(ioj I’m not - I'm not aware of that. 

[11] Q: Did the tobacco company ever set an 
Ii 21 objective for the Camel brand that called for a 

[i3] single-minded focus on younger adult smokers with an 
1 14] emphasis on 18 to 20s? 

[is] A: Again, you know, I wasn’t on the Camel brand 
(is] the whole time. Certainly the company didn't while 
ii?] I was there.And normally the brand would have put 
;iB] forward what they thought the right target for the 
(is] brand was; it wouldn’t have been dictated from the 
120 ] top down. 

[ 2 i] Normally. But I cannot say, you know, in 

( 22 i any year, whoever was working on Camel, what exactly 

123] happened. 

(24] Q: Are you aware of - let’s back up. 

12 s] Yesterday we had some discussion regarding 
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(ij FUBYAS and switching. 

[ 2 j MR. WILLIAMS: We had a lot of discussion on 
P! FUBYAS and switching. We'll agree to that. 

W BY MR. SHONKA: 

[5] Q: Do you recall that? 

(6) MR. WILLIAMS: Let’s not do it again, 

m BY MR. SHONKA: 

(8) Q: Do you recall that? 

(9] A: Yes. 

no] Q: Okay. Does Reynolds consider switching as a 
in] cost effective way of converting - of growing 

[1 2 ] market share? 

[13] A: Reynolds is very broad - I can’t speak for 

[14] every person in Reynolds. 

(is) Q: I mean the company. 

[i6] MR. WILLIAMS: Well - okay.Then I'm going 

[<7] to object, because there’s no foundation. She's 
(is) not - you’re taking her deposition in her personal 
[i6] capacity and then asking her to speak for the 
[ 20 ] company, which is unfair. You can ask her what she 
pi] understands. But - 
(221 BY MR. SHONKA: 

123] Q: Are you a member of the executive committee? 

124 ] A: Yes, I am. 

(as] Q: And a member of the operating committee? 
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til MR. WILLIAMS: There’s no question. She’s 
{Z| already testified to that.That doesn't make her 
pj the corporate spokesperson on policies that have 
(*l existed there for 15 or 20 years.You can find what 
Pi you want the other way and ask an appropriate 
(8| question to do it. 

pi BY MR. SHONKA: 

(si Q: Is iyf our position - 

PI MR. WikLym®: My position? Are you talking 
(ioi to me or hpr 

(iij MR. talking to you, John. 

[1 2 ] MR. WlpB&Ms: Okay. 

[13] MR. SrfOj^KAgYou have identified 

[14] Ms.Beasljly%^ { ■ v s 

[is] MR.WIpMSIS: Right. 

( 16 ] ' MR. as a witness in thfe 

[it] administrauve Exceeding. | | 

[it] MR. Wl^yA^: Absolutely. 

(is] MR. SHOKf^AtiDo you intend to h'|ge. h{|$ 

(20) call - calrnCTanv have her testify regarllfifl 


[, 5 ] MR. WP«: Right. 

(16] ' MR. as a witness in thfe 

[it] administrawc preceding. | | 

[it] MR. WILyAfi|||: Absolutely. 

(is] MR. SHONptsDo you intend to h§|£ hag 
(20| call - calff’lrlmti have her testify rcg.irdihg 
(2i| corporate policy? 

(22) MR. WILL-tA^^l don’t know yet. RMgsfagi 

[ 23 ] has made itlftear.ift answer to youroue|>tio) 
( 24 j already, tha^fH^iold - w$S§?P|ou're 

ps) Rcynold^Sibsili&s,going^Mlall 



e, she’s 


PWg i_J Pag# 428 

[i] made it cle ir thy she's one person |||Ii8p|plds. 

(zj She is otyptLexecutive comminee.^., 

pi obviously s fackhsfr with authority; thq^rno question 
(4| about that. @Sit y§»ur questions are ngt^ell^ut the 
pi way you ar<^$$tsing them and asking her'|or "the" 

(6| Reynolds’ cfciipifriue policy. |fggg^# 

[7] There npg&gl may not be one. Particularly 
16 ) when yoi^i^gggting to get into docflmpitl that 
P) Cliff Penne^^^tc. and reading fro pdi l ga gbcumcnt 
[to] and saying, feUgt Reynolds’ corporate policy? It 

[ii] is not an apMapfriate way to put a question. 

[i 2 ] So, I’m ejecting on that ground to your 
[is] questions, tjS^^ly they are phrased. 

[i4] MR. SHO|$3t|Ali right. 

(is) BY MR. SHONKA: 

[16] Q: Do you have an understanding as to 

[17] whether - as - do you have an understanding of 
[is] whether Reynolds considers switching to be a cost 
[i9] effective way of growing market share? 

po] MR, WILLIAMS: Same objection. 

[ 2 D THE WITNESS: Again, you know, I can say I 
PH believe, as head of marketing, that switching is a 
[231 cost effective way - can be, not always, depending 

[24] on the idea you have, but can be a very cost 

[ 2 5] effective way to build your business. 


[6] Reynolds’ cj 

[7] There n, 
lei when yo|gg 
[9] Cliff Pennel 

[to] and saying, 

[11] is not anap 

[1 2 ] So, I'm c 
[is] questions, t 
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I.) BY MR. SHONKA: 

H Q: Regarding the Camel brand, do you believe 
pj that switching is a cost effective way to grow 

[4] market share for the Camel brand? 

[5] A: Yes. 

[6] Q: Do you believe it was, throughout the entire 

[7] Joe Camel campaign? 

[s] A: Yes. 

P) Q: Do you believe it is more advantageous to 
|io] Reynolds to grow market share for the Camel brand 
in] through attracting First Usual Brand Younger Adult 
I\ 2 ] Smokers than through attracting switchers? 

[i3i MR. WILLIAMS: We've been through this 
[i4i yesterday. It's been asked and answered. 

[isi THE WITNESS: Again, we target our brands by 
[is] age group. We do not target First Usual Brand 
[i7i Younger Adult Smokers separate from an age group. 

[i«! And the age group is the target for the brand, and 
(is: that is - for that target - whether it’s 18 to 24 
[ 2 o: competitive male smokers, 25 to 34 competitive male 
pi] smokers, it is to get those adult smokers to adopt 
( 22 ; our brand as their usual brand. 

123 ] And that - there - the First Usual Brand 

[24] Younger Adult Smoker is just a conceptual framework. 

125] In practice, what we do is target brands by age 
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(ii group. And we consider that switching. 

pi Now, also - an objective of the marketing 

pi is to have the adult smokers who choose your brand 

[4] not to switch away to other brands, and that’s a 

[ 5 ] very important piece of what the marketing is about 
16 ) also. So when you say "switching,” it can mean 

p] switching both ways: People who choose your brand 
pi switching away from your brand to another brand, or 
Pl people who choose competitive brands switching to 
[ioj your brand, 

ml BY MR. SHONKA: 

(i 2 l Q: Historically, has switching been an 

[is] effective way to increase market share for the Camel 

[14] brand? 

[ 15 ] A: "Historically," what do you mean? Are we 

[16] talking 1987? Are we talking 19 - 

[in Q: Let!s talk the Joe Camel campaign. 

[i 9 j A: Yes, I think that switching has been a very 
[181 effective - cost effective way to grow the business 
[ 20 ] for Camel. 

pi; Q; Where has Camel's primary growth come during 
122 ) the period of the Joe Camel campaign? 

[23] A: From adult Marlboro smokers. 

[24] Q: From switchers, you’re saying? 

PS] A: Yes, from - 
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m 

pi 


w 

pi 


MR. WILLIAMS: Marlboro smokers. 

THE WITNESS: - Marlboro smokers switching 
p] to Camel. 

BY MR. SHONKA: 

(si Q: Let me ask a clarifying question.The Camel 
is; brand includes several lines of cigarettes; is that 
cn correct? 

(^Lots of different styles. 

SryleJ, One of the styles is the 
(ioi no^^pg^d regular? 

I^That’s correct. 

| of the data that I have seen in this 
refer to "Camels Ex. Reg." Does that mean 
ie non-filtered regular? 

' ri&ht ' ■ 

TnTerms of advertising spEfrrarfccting 

y, can you tellpe wh|t portion of 
Jvertising budget 
. regulars versus all 
>u mean advenisini 
( 2 i] marketing? 

[221 Q: ^.et's do both. Advertisii 
A: Sp$s@or|'t - we - 1 can’t 

[ 2 i] puttihfis&QnTilier inaaid. 

[25] 






er brands? 
ou mean all 


ember 


ssible.I'm not sa; 

1 1 don’t - I just dol 
a| ad, ever.And I mq 
with the company, 
y 1987 forward. 

;ht. Regarding oth 
hat portion of Re^ 
is directed toward 



iOt 

mber it 
g this period 
know, from - 

ing 

suspending for 
filtered 


true throughout the entire period? 
Id say from 1987 forward it’s true, 
ht.There was a period where 
id an 80th Birthday Celebration? 

St focused on the non-filtered? 

A: That’s right. 

Q: And even in that year the support was 
(is] minimal? 

[ 20 ] A: Yes. 

[ 2 1] Q: And by "minimal," could you assign 

[ 22 ] approximately a percentage? 

[23j A: WeLl, Td have to look at it exactly, but 
pa) I’m guessing it’s less than 1 percent. 
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[i] MR. SHONKA; I’m going to have the court 
| [ 2 ] reporter mark as the next exhibit a document dated 
Pi March 14th 1989. from Mr. J.T. Wincbrenner - I’m 
[4] sorry - to Mr. J.T. Winebrenner from Mr. S. L. 
is] Snyder. And the subject is a "Summary of Camel 
[6] Volume Analysis." It has been previously marked as 
Pi CX-1028. 

(*] (Beasley Deposition Exhibit No. 29 was 
(9j marked for identification.) 

MR. WILLIAMS: What number arc we up to? 

THE REPORTER: Twenty-nine. 

BY MR. SHONKA: 

Q: Ms. Beasley, would you please look at 
(i4) Exhibit 29 and tell me if you’ve seen it before. 

[is] A: All right, 

[ 16 ] (Witness reviews document.) 

|t 7 ] A: It’s possible I’ve seen this in litigation. 

Q: You’ve not seen it otherwise? 

A; No. 

Q: All right. 

MR. SHONKA: I’d like to have the court 
(221 reporter mark as Beasley Exhibit 30 a document that 
(23) is labeled R.J. Reynolds Tobacco Company 1990 
124) Business Plan, dated December 1989. 

(Beasley Deposition Exhibit No. 30 was 
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[25] 
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Q; Okay. 


(t) marked for identification.) 

12! BY MR. SHONKA: 

pi Q: Ms. Beasley, I ask you to take a look at the 
w document and tell me if you have seen it. 
is) (Witness reviews document.) 

16 ] A: it’s long. 

( 7 ) MR. WILLIAMS: What do you want her to do 
[»j with this document, David? 

[9] MR. SHONKA: Initially, I want to know if 
[ico the witness can identify it or recognize it as a 
[ii] 1990 Business Plan. 

ii 2 ) MR. WILLIAMS: I'll stipulate it's the 1990 

[13] Business Plan. Does that help? 

[14] MR. SHONKA: It helps. 

US] MR. WILLIAMS: All right. Now, do you have 
[i6] any questions about it? 

Ii?] BY MR. SHONKA: 

ini Q: Ms. Beasley, would you have seen the 1990 

[is] Business Plan? 

( 20 ] A: I probably would have seen at least sections 

[ 2 1] of it. I don't know if I saw the finished document. 
[221 Probably, but I'm - you know, I'm not sure of th3t. 

[23] I can't realty recall. 

[24] Q: Let me represent to you that I have - 
125 ) unfortunately, not right here, but I have a 
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lil distribution list that has your name on it for the 
p) document. Would that mean that you necessarily 
pi received it? 

pi A: Well, I saw a distribution list here. Is 
pi that what you're looking for? 

|6j Q: Oh. 

pi A: And it says. Business Plan Supplement. And . 


PI itorwhaLwhi 

fsoj as I got thil 
(ii| the wholT.com 
pal But the 
[i3l Coul 
[it] summa 
[i5i this thic! 

[16] Q: Ok 

[17] Ms.BeaslEyTwo 
[i«t at - page e&th 
[is] that - a 
po] 5641. Do; 



at was some summarized version of 
it could have been. I don't know 
le document, because it relates to 
ny. Could have.Just don’t recall, 
is is Business Plan Supplement, 
know, they sent out a 
ion. I don't know i 
everybody. 


it out 



you please take #1 
xhibit - of Beasley 

at bears the Bates Nu; 

u, 

those pages on ihf_- 


pij A: Oh, these numbers. Oh, okay. I 
[ 22 ] What numfcfer*^ 

Q: 51643^41 

A: Happ^ffi^o Obe : I ti 

e do< 



P31 

(241 

psi 



portio 




in says, 

PI A: Yes. 

pi Q: Unde 

|4] first paragraph 
Pi Camel’s 
l«l were - 
p] In the seco 
[»1 says: (Re 
PS Camel’s 
no] were expan 



989 Business Devi 

ger Adult Smoker: 
ere that says: (Rea 
asis markets 

tence in the parag 


asis markets 
rom 34 to 
country and 
to 20 year old 
j percent to 



e the 


(15) 

(16] 
t'21 
[18] 
tl») 



[ill 70 percent i 
(i 2 l its share of j 
[is] smokers is i 
[14.] 5.8 percent^ 

A: 1.1 pc" 

Q: I’m sorry. "1.1 points to 5.8 percent,” 

A: Yes, I see that. 

Q: What is 1.1 points? 

A: I’m not positive, but my interpretation 
poi would be that - it would be 5.8 minus 1,1. So 4.7, 
pi! before that. 

[ 22 ] Q: And you se- a reference about "emphasis 

[23] markets were expanded from 34 to 70 percent of the 

[24] country”? 

ps] A: Yes, 1 see that. 
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[i] Q: Earlier, you and I had a brief discussion 
p] about priority markets? 
pi A: Yes. 

[4] Q; Is that something different than emphasis 
is) markets? 

pi A: l would say, generally, they’re the same 
[7] thing. I mean, they may have meant them differently 
pi here, but generally I would say they’re the same 
Pi thing. 

[to] Q: All right. Do you know why Reynolds tracked 
ini market share for 18 to 20 year old smokers from 
M2] 1989? 

[*3] A: Well, we tracked our share among 18 year old 
[t4] smokers and above.They’re all adult smokers. We 
[is] track our share among everyone, all adult smokers. 

[is] Q: But the question is, among - why it tracked 

[it] the share for 18 to 20. 

lie] MR. WILLIAMS: Wc had these questions 

[i9] yesterday, David. She told you:To see how they’re 

[ 23 ] doing. 

pi] THE WITNESS: I mean, again, we track share 
[ 22 ] among all age groups, all adult smokers, so we can 
P3] track how we’re performing. 

( 24] BY MR, SHONKA; 

PS] Q: So the record is clear, you nodded "yes" 
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[1] when Mr. Williams made his comment; is that correct? 

[ 2 ] A: I don’t know. I was listening. 

(31 MR. WILLIAMS: She just said the same thing 
Pi on the record, to see how they’re performing, which 
pi is what we covered yesterday. Which I would 
pi interpret to be the same thing as "to see how 
pi they're doing.” 

[8 ] BY MR. SHONKA: 

pi Q: Do you have any understanding as to why 18 
[io] to 20 year olds appear in the 1990 Business Report? 

MU A: Because this is a section on younger adult 
[i 2 j smokers. 

[is] Q: All right. 

[u] MR, WILLIAMS: Out of an inch thick 
[is] document. 

[is] THE WITNESS: And that’s not my 

[ 17 ) understanding; that’s just what I'm speculating, 

lie) given the title of it is ’Younger Adult Smokers." 

I,9j BY MR. SHONKA: 

[W] Q: Can you tell me why only 18 to 20 year old 
pi] data appears? 

[ 22 ] A: No, I can’t. I don’t know who put this 
P3| together.And, I mean, I don’t know why they did 
p4] that. 

[ 25 ] MR. WILLIAMS: You’re talking, David, about 
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(ij on this page. 

PI MR. SHONKA: On this page. 

[3] THE WITNESS: Right. 

1*1 BY MR. SHONKA: 

[5] Q: If I make a representation to you that I 
pi have counted, I think, maybe two references to age 
trj groups that are not 18 to 20 and that every other 
M reference 4^ this document is to 18 to 20, can you 
[9] tell me - dojyou have an understanding as to why 
(:oj that ft$Sg|gl|je? 

mi MC WILLIAMS: That is an improper question. 

(121 Ask giUipfestion that is not - does not depend 
(taj upowiyour representation. 

(i4) Ml^i^piSKA: No, the quest* 
t'S) Tl^jJ||^ESS: You know, 11 
[is] thropgh the'whole document 
tip ther^PfilPi^ie section on you 
(is) and that’s r|py it refers to that, 

(is) you.|Pmfe|pri didn't write it. 1 d w. 

CM! Isti^ by MR. s 

Q: Let's go to page 13 - oh, d Number 


will stand, 
ead 

Tt know. Maybe 
ilt smokers 
't tell 


( 21 ) 


[ 22 i on the 


(23) 

(24) bullet 


(25) 


t'J 

[ 2 j is to m' 
pi to 20 yi 
(4j percen 
ts) 1989's 
(6] percen 1 
A: ii 


ie is - 5649 is the last (our di, 
■ your attention 
.near the^asabf the 




's objective 
its share of 38 
smokers to 17.4 
3.4 percent over 
ted 14.0 


m 

(81 

(9) 

(101 

(HI 



ts. 

'. Let me try it a 


g) 

any's objective 
e its share of 18 
smokers to 17.4 
.4 points over 
4.0 percent 
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Q: It 

As r 

Q: 

The 

[121 is to 
(i3) to 20 yjj 
li4] percent^ 

(isj 1989’s |_ 

(i6| share. 

[17] Do you see that? 

(18) A: Yes. I do. 

ties Q: And, again, the question is: Do you have 

( 20 ) any understanding as to why the company had an 

( 2 1) objective of increasing its share among 18 to 20 
(221 year old smokers? 

[231 A: No. I mean, again, specifically, I don’t 
i24] know why this was put together this way. 


(25! 


Younger adult smokers, as we discussed 
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in yesterday, were important to the company, and the 
PI sections on younger adult smokers. Why they 

13] specifically spoke to just 18 to 20 here, I don’t 

14) know. 

ts] Q: Do you have any understanding - you said 
(6i you had no knowledge. Do have you any 
FI understanding? 

[8] MR. WILLIAMS: What - 

(91 THE WITNESS: I don’t know the difference. 

(ioj But... 

[ii] MR. WILLIAMS: Well, is there a difference? 
ji 2 j I mean, she said - 

(isj MR. SHONKA: I'm asking the witness if She 
(14; has - if she thinks there’s no difference, she can 
(is] tell me. 

(i6) THE WITNESS: I don’t understand the 
|iri difference, if there is one. 

(it! BY MR. SHONKA: 

[ib] Q: Do you have an opinion? 

( 20 i A: Between knowledge and understanding, what 
i 2 ij they mean? 

(221 Q: No, as to why the company may have been 

(23) tracking the 18 to 20 year old smokers. 

(24i A: No. 

(25] MR. WILLIAMS: She’s given you the opinion 
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[il consistently. I don't think it’s going to change, 
pi THE WITNESS: Again... 

(31 MR. SHONKA: Are you all right? Let's go 
[4] off the record. 

(si (Discussion off the record.) 

(61 BY MR. SHONKA: 

[7 1 Q: Do you have any opinion as to why the 

(8i company had an objective in 1990 to increase its 
(*l share of 18 to 20 year old smokers? 
lie] A: No, I don’t have an opinion on this 1990 
[i i| objective, I don’t know why it was put together. 
(i 2 i But, in general, we've talked about why younger 
[13] adult smokers are important to the company, and 
(i4! particularly 18 to 20 year old younger adult 
(is) smokers, because of their higher propensity to 
(isj switch. 

(17) Q: Would you turn to page 18-1 mean, again 

[18] the Bates Number on the side is 51643 5656. 

(i»l A: Yes. 

[ 2 oi CL And I ask you to take a look at the second 
I 2 i] full paragraph of the text, underneath those four 

[ 22 ] bullets points near the top, where it says: 

[23] (Reading) 

[24] Brand switching, when 
( 2 si defined as a change in 
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pi purchase loyalty from one 
pi usual brand to anochcr, 
pi involves 4 to 8 percent of 
(4) total volume annually. 

I5i Do you see that? 
is) A: Yes. I see that. 

(D Q: And then do you - let's see the next 
(sj sentence|$fte fftst bullet point: (Reading) 
Pi The ilgt switching benefit 
[io] to any sinjpPlmlnd is usually 
in) quite snr mh espec ially for 
[t 2 ] fuU-price| 

[ 13 ] 

[ 14 ] 

(isi 

[15] 


(in Plan for 
[ 18 ] 

tig] to go ba 
[ 20 ] 



understanding? 


ink the company - tie Business 
:orrect on that pcpu^,.. | 
knjj|v if it’s incorrect. Y^^^g^e 
1|ok at data for 1990., 
|terpreiaiion. If you | 

[ 2 !! an idea for a brand, then you can ge| 

[ 22 ! substantial gaimi through switching.* 

123! talking aboi|p^n>e||od in 1990 when^: 

[24] there were fl$£$hat man^B$8f full-f 


(tj there’s m 
t2! presented sc? 
p] switching, 

W to switch. 

[S] But in 1 

[8] switching 
(7j guess the n< 
pi segment., 

[9] MR.Wli 

[to] This portion 

[11] operating 

[1 2 ) environmc 
da] much as I cl 
[i4] but I think 
[is] THE WIT 



ng new, any brand 
ing new, then you ha 1 
e you haven't pre 

now there was suostanu; 
n to the savings s 
int talks about thejjsavin 





David, I'm going t| 
he plan doesn't deal with Reynolds’ 
deals with the industry operating 
Fis not specific to Reynolds, as 

. Now, I may be wrong about that, 
taking this out of context. 
eU, it does say "Operating 

[ 16 ] Environment • Industry." 

[17] BY MR. SHONKA: 

[is] Q: It does say in context that for the 

ini industry - I mean, on an industry-wide basis: 

[ 20 ] (Reading) 
pi! The net switching benefit 
pj] to any single brand is usually 
[23] quite small, especially for 
[24j full-priced brands? 

[ 2 S] MR. WILLIAMS: I'm not contesting that it 
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(i| says that, but you made it sound like that was 
K Reynolds' policy, as opposed to an observation of 
pi the industry.That's my objection. 
m BY MR. SHONKA: 

[5] Q: Ms. Beasley, do you have - 

t 6] MR. WILLIAMS: She’s already given you what 

[7] her opinion is of that statement. 

BY MR. SHONKA: 

Q: You think the statement is incorrect? 

A: I do. Even if you look at the statement 
I that’s made below it: (Reading) 


(9) 

(10| 

[n 


[i 2 ] The savings segment is 
[i 3 i currently the only one showing 
[i4] significant switching gains. 

[is] I mean: (Reading) 

lie] It currently represents 

[i7] about 15 percent of the 

[is] market, up from 13 percent in 

[is] 1988. It’s expected to grow 

[201 to 20 percent in 1990. 

pi) I mean, that’s a huge amount of switching 

1221 right there atone. So it seems inconsistent, even 

[ 23 ] within the context of this document. 

[24] BY MR. SHONKA: 
i Q: The savings segment that you just referred 
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[i] to is not the same segment as the full-price 
pi segment, is it? 

pi A: No, they’re two different segments. 

( 4 ) Q: Okay. If you’d go back to the earlier - to 
pi the previous page, the one immediately preceding, 
pi A: The page right before this one? 

[ 7 ] Q: Yes. It says 5655, the last four digits, 
pi A: Yes. 

pi Q: The last bullet point says: (Reading) 

[ioj The only full-priced 
[in brands in the industry that 
[i 2 ] are not declining are those 
[131 which are stronger among 
[i4] younger adult smokers than 
MB] older smokers, 
lie] Do you see that? 

[i7] A: I sec that, yes. 

(ibj Q: Do you believe that statement is correct? 

[is] A: I don't know if that statement was correct 
so] in 1990 or not. 

pil Q: Do you have an understanding? 

[ 22 ] MR. WILLIAMS: In 1990? 

pj] THE WITNESS: You know. I’d have to go back 

[ 24 ] and look, in 1990, which brands were growing. I 

[ 2 5] just don’t remember exactly which brands were 
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ID definitions. One would be if you have an adult 
f 2 i smoking population - and we only track adults- it 
f3j could mean 18 year olds that are now being tracked 
Mi in the marketplace and weren't being tracked before, 
is] So. therefore, they’re new data. 

|g| Q: Could it also mean new smokers, people 
[?i who've just started? 

1«I 


A: Id 


[9] it meansyBut, aj 
[io] Q: Worn 

[tti been maf 

[i23 51643 5< 

(i3j A: Yes? 

(uj Q: Am3 

(isi paragra; 

(tei 




RJ.Ri 

[i7] 1990 Mafketlni 
[ibi on five ke„ 

[i»j address tpelpirk etplace issues 
[to! co nfrontp^tllrompany. 1990 
(iti resource allocations reflect 
m the re lativei prifirit y of each 
[23] strategy, ex|iptin|fhe case 
iwj of new braf^E^clopnv 
(zs) includes iggiggigkct and 


. I don’t believe that’s what 
in, 1 didn't write it. 
please turn to page 50, which has 
mean, which has a Bates Number 


ned there, 
top of the page it si 
ing) 

Tobacco’s 
an is based 
gies which 





res only. 
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nderneath that, as the number one 
e number one priority, is^'t 


til market ei 
( 2 ! Do you see 
pi A: I see 
(*l Q: And ri 
[S] priority - tl 
(«) it? 

n A: What number one prior^ 

1*1 Q: I aippgggfou see under “SuaWgrerrwie 
PI number bn^^^uiid share among ygfs&gjgii adult 
ion RJRT for long-term growth"? 
says that, 
ys "43 percent'? 
says that. 

"Of spending" 
f spending." 

BY MR. SHONKA: 


nq smokers to 



A: I see 
Q: And i 
A: I see 
MR.W1L! 
MR. SHO 



ri *! 

pa 

113] 

I«] 

[IS] 

[is) 

[i7] Q: Is that the largest allocation listed on the 
[iej page there? 

[19] A: It is. But, again, this is inaccurate. 

[ 20 ] Because I know that Magna's target was not just 18 

[ 2 1] to 20 year old adult smokers. And so it's an 

[221 inaccurate reflection of the target for the brand. 

[23] Q: Well, let's back up to the preceding bullet 
!24| point.The one - 1 mean - yes, the preceding 
!25l bullet point, the first one under - under paragraph 


d 

pi 

Pi 

t<) 

Pi 

l«! 

PI 

IS] 

P! 

(IS] 

|ii] 

(12! 

[13] 

[ 14 ] 

t'S] 

116] 

1'2) 

118] 

( 19 ] 

( 20 | 

121] 

122 ] 

(23| 

[ 24 ] 

[25] 


Ml 

[21 

Pt 

PI 

(51 

Pi 

cn 

PI 

w 

(10J 

(uj 

1121 

[ 13 ] 

[ 14 ] 

[15] 

[16] 
t'J] 
(16) 
[ 1 »] 
[ 20 ] 
P'l 
( 22 ] 
[23] 

1**1 

125) 
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one. 

It says: (Reading) 

Reverse RJRT’s 
historically declining share 
of 18 to 20 year old smokers 
by gaining 3.4 points to 
17.4 percent in 1990. 

A: I see that. 

Q: You see the reference to "historically 
declining share of 18 to 20 year old smokers"? 

A: Yes, I see that. 

Q: Do you know why Reynolds was concerned with 
reversing its historically declining share of 18 to 
20 year old smokers? 

A: Again, I don't know in this document. My 
general understanding is that 18 to 20 year olds 
have a higher propensity to switch, and that's why 
we’re interested in 18 to 20 year olds, 

But, again, let me repeat that this is an 
inaccurate reflection of the spending and plans. 

It's simply not the case, I feel fairly certain 
Camel's target was not just 18 to 20 year old 
smokers and I know Magna's wasn’t. 

Q: You said you know that Reynolds - that 
Camel’s target was not just 18 to 20 - 

Page 452 

A: I said I knew Magna’s wasn't, and I feel 
fairly certain Camel's wasn’t. 

Q: Do you understand that the company did not 
have a special interest in 18 to 20 year olds? 

A: No, 1 did not say that. I'm saying that 
this categorization here is incorrect, because it 
appears what they’re doing is they're reflecting 
spending for the Camel and Magna brands as well as 
some other efforts. And they're talking about 18 to 
20 year olds in the first point, and that spending 
does not relate simply to 18 to 20 year old smokers. 

Q: It does list, does it not, as a number one 
priority for the company to reverse Reynolds’ 
historically declining share of 18 to 20 year old 
smokers? 

MR. WILLIAMS; Stop. It does not say the 
number one priority, David. It lists strategies, 
underneath which it has five different strategics. 

That doesn’t necessarily make it the principal 
strategy. 

Now, she's answered your question. She 
disagrees with the groupings and the percentage of 
spending. Now you're just arguing with the witness. 

MR. SHONKA: You've misstated the document. 

If you look at the preamble paragraph, it says: 
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Ml (Reading) 

| 2 j 1990 resource allocations 

0 ] reflect the relative priority 
[<! of each strategy, 

Pi MR. WILLIAMS; Look, it is what it is. 

[6i You're just arguing with the witness, though, is my 
m concern. I don't see how this advances the ball, 
is) ^ BY MR. SHONKA: ' 

19) PT Is it^our understanding that Reynolds did 
io) strategy of reversing its historically 

i»j declining share of 18 to 20 year old smokers in 


[io) no fofi^gsg strategy of reversing its historically 
[i»i defining share of 18 to 20 year old smokers in 

[(2! 1 9|§|ig§d 

[13) |[T 1 don’t know about that in 1990. What I can 

[14) tel4|©uigi§I do not think that diis accurately 
(is) refe^^wjiat was being done' 

[is] i^ftra%elieve the busines^^ranooes not 
[in refe^i whf t the company w^jjoiBft? 

[is) MR. WllgllAMS: No.She saiB^J 

ti«! m^NKA: Let the wUtMS&y, 


[21] MRTWiDLIAMS: Then I am j 

[ 22 ] Lack of foundation. She has n 

[ 23 ] TH||||$T$jESS: What I sai 

[24] this drascat^orizes what was 
[25j cate$5riz2^ the sp 



- object, 
hat. 


ve that 


was 18 to 20 
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|i! MR. WILLIAMS; It’s probably in your hot 
[21 document file over there. 

[31 MR. SHON KA: Could we take a few moments to 
1*3 hit the Xerox machine? 
is] MR. WILLIAMS; Sure. 

[6] (Recess taken from 4:06 p.m. to 4:21 p.m.) 

I [7] MR. SHONKA: Before we took our break, we 
j [ai noticed that there are a few pages missing from the 
! pi exhibits, and we - from Exhibit 30. And so, while 
'[to] we were on the break, we had copies made of pages 
[til 54,55,56 and 57, which I have since given to the 
|[is] witness. And I assume, with Mr. Williams’ 

![is] permission, she can insen them into the exhibit - 
It4) MR. WILLIAMS: 1 don’t even think she needs 
[is) my permission. 

[isi MR. SHONKA: - so she has a complete 
[i7] exhibit. 

[is) THE WITNESS: I’ve done that, 
j [to] MR. SHONKA: Just so the record it dear. 

I 20 j That's all, 

I2i] MR. WILLIAMS: Do you have a copy for me? 

[ 22 ] MR. SHONKA: I gave you one. 

I[23] MR. WILLIAMS: Oh. I'm sorry. 

1 ( 24 ) BY MR. SHONKA: 

( 26 ) Q; We were, I believe - oh, what happened was 


Pag# 456 

[1] I had asked the witness to take a look at page 55. 

[ 2 ] And do you now have page 55 in front of you, which, 

[3] again, should bear :he Bates Number 51643 5697? 

|4j A: Yes, I do. 

[5] Q; I would draw your attention to, again, the 

[6] first numbered paragraph on the page, where it says: 

[7] (Reading) 

[si Build market share among 
[9] younger adult smokers to 
[io] position RJRT for long-term 
ini growth. 

[1 2 ] And then the first bullet point is: 

[13] (Reading) cn 

|i4] Market Camel with a 

[isi single-minded younger adult “ 

[16] smoker focus, emphasizing 18 

[17] to 20 year old males. , u> 

[is] Do you see that? Zj 

[19] A: Yes, I sec that. 

[ 20 ] Q: And, again, do you have any understanding as 
[ 2 ij to why the business plan for 1990 would have 

i( 22 ) suggested marketing Camel with a single-minded focus 
||23j to younger adult males, emphasizing 18 to 20 year 
j[24] olds? 

'[ 2 $] A: It’s younger adult smokers as its focus. 
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Ii) And it looks to me like - this page makes it 
pi clearer, that it was - they’re talking about 18 to 
PI 24 year old younger adult smokers, because it says, 

Hi "market-Camel with a single-minded younger adult 
(si smoker focus," and it says, "emphasizing 18 to 20,” 

(61 which makes it sound like you're emphasizing a 
pi subsegment of the younger adult group, which would 
pi be 18 to p4. 

And Ch ffou go down to Magna, it says 
d then if you go down to new 
YT, which I’m very' familiar with, it 


[»! 

(toj 18 to 24 
its) brands, 
(is) was 18 
[13] So I 
(Uj which i: 
[isi younger! 



that sort of clears it up, 


is document is u 
okers, it’s talking 
(i6j with an emphasis on 18 to 20. 

Q: Dol*ftira®rp^v why Reynolds 
an emphasis on 1 


[in 

[i*j or waniedto p; 

A: I've answer that. 

MR. W|!iii^|: 1 think she's ans 1 
( 2 U repeatedly. I could answer it now. 

( 22 ! MR. SHQ& K^A: You’re not under 
(23) MR. will be. I’ll be haipp 

m Come on 

PS] MR. S 


u e^nphasis - 
s ~ear olds? 


[ 19 ] 

P«1 



Swea 



iffere 


[i] being ui 
Pi Let's talk ab 
p] MR. WIL 
!<1 the extent yi 
(5] you’ve ask 
Pi deposition. 
[7] 

Pi Q: Do 
Pi Do you 
(io) Reynolds 
(uj Camel in t) 
(i 2 ) A: Again 
[is] didn't writ 
[u| to this plan 
[is] when we s 




. I know you're abi 

: 3'm not about to s gjpyfUp 
ink that, it's bccaufeyoureaUzc 
question at least -#2 time^in the 






BY MR.SHOf 
can understand -i 
nderstanding as to 

emphasis for 18 to 56 year'olds with 
plan? 

know, I don’t -1 wasn't -1 
lan, so I can't tell you specific 
,y general understanding is that, 

,er aduit smokers, we mean 18 to 24 
[is] yearold adult smokers. I think that’s what this 
Ii7) document is reflecting. And the emphasis on 18 to 
(is] 20 was because of the high propensity of switching 
lie] among 18 to 20. 

poi Q: Is there any reference to an 18 to 20 

pi] emphasis regarding Magna in the document, that you 

[ 22 j see? 

(23) MR. WILLIAMS: Well, that's really unfair, 

[ 2*1 David. It's a huge document, 
ps) MR. SHONKA: On the page. 


hi 

[2] 

PI 

i*i 

(SI 

[6] 

PI 

13) 

[9] 

[1QJ 

h’l 

[12] 

[ 13 | 

[ 14 ] 

[15] 

[IS) 

(171 

['*] 

(19! 

[20] 

| [211 


[ 22 ] 

[231 

[2*1 

[25) 
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(U 

P) 

P! 

M 

(51 

l«) 

(7) 

[SI 

PI 

[ 10 ] 

[111 

[12] 

[ 13 ] 

(1*1 

[IS! 

[161 

(17! 

[ 18 ] 

[191 

[29] 

PI] 

122] 

(231 

12*1 

jpsi 


MR. WILLIAMS: "On the page" is much fairer. 

THE WITNESS: On this page, it doesn’t say 
that, 

BY MR. SHONKA: 

Q: And do you see any reference to 18 to 20 
with regard to Project UT orVF? 

A: It does not - 

Q: You can go to the next page. 

A: I'm sorry. Do you want me to go to the next 
page? 

Q: \ T o. If you needed to. If you needed to. to 
answer the question, since this is the bottom of the 
page. 

A: So, I'm sorry, the question was? I'm 
confused. 

Q: Do you see a reference to 18 to 20s with 
regard to Project UT or Project VF? 

A: Well, yes. If you go to the next page, 
where it talks about the "Black Initiative," it 
says, "test market Project UT." And, again, it 
says, "increase share of 18 to 20," which, 
undoubtedly meant an emphasis on 18 to 20. 

I mean, that's how I read that. 

Q; All right. Do you understand why there is 
an emphasis with respect to Camel and an emphasis 

Page 460 

with respect to Project UT? 

A: Again, my belief is that - not with regard 
to this document, but in general the strategy was 
build share among younger adult smokers 18 to 24, 
with an emphasis - in this particular time period, 
an emphasis on 18 to 20, because of the high 
propensity of switching among 18 to 20. 

Q: Okay.And you can put Exhibit 30 away. 

MR. SHONKA: We are looking for a document. 

MR. WILLIAMS: No, she’s looking for a 
document. 

MR, KACZYNSKI: He's vicariously looking for 
a document, 

MR. SHONKA: I am going to hand the court 
reporter a document and ask her to mark it as 
Beasley Exhibit 31. It is a document that has been 
previously marked as Exhibit 1049. It is called 
Strategic Plan 1990 to 1992. And I'm handing it to 
the witness now. 

(Beasley Deposition Exhibit No. 31 was 
marked for identification.) 

BY MR. SHONKA: 

Q: Ms. Beasley, would you take a moment to look 
at the 1990 to 1992 Strategic Plan. 

(Witness reviews document.) _ 
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(i] And tel! me if you have seen it before, 
pi A: I have seen this in the course of 
[3] litigation, I know. I’m not sure if I saw it at 
[*] this time or not. 

IS! G: All right. In 1989 and 1990 through 1991, 
(sj you were the vice president for strategic 
[7] marketing/planning? 

/^At t^e end of it, in August of ’89. 

Augu|t of '89. 

" tegic marketing/planning group 
risible for preparing strategic plans? 



They did not? 

ere was a separatastrategic planning 
wrote the plan. 
dr^ncT^/ho was in that gre 

time, it could ha\|rbeeTn^pien 
[is] Monahan.^'could have been there were 

(•si diff^flhgp^ople who held theposmSjn.l can’t 

rcn |§5slti 

0: All right. And was that th n, going 




( 22 ! back tg che organization that 
[Z3i other marketing, the 

(2i) researc^piarkcungThltonuiti' 
( 2 S) calle 


I'! prej 



given 



was t 


is strategic plan 
ually no. 

Wfsfj.in 1989? 
t think so. 




e about the 
of marketing 
ever it was 
responsibility for 


at group? 


did Ellen Monah^rftrteiXhe 



t year, but 
And she 


at that time? 

I'm not sure of th^ 
fd, I believe, to Ger 
cc president of,H 
aiming. 

fiat is not one of the operating 
r lack of a better word, in marketing? 
not at that time. I don’t believe 
’positive, but I don’t think it was. I 
rted to Gerry Long. 

And she did not have any group 
(in responsibility in the sense of particular to 
(i«! established brands? 

(tfli A: I don’t - again, my recollection is she 
pos held a position reporting to Gerry Long that was, 
( 2 i) like, vice president of strategic planning. And 
(221 then she was responsible for putting the company 
[23] plan together. 

pa] Q: When you became the vice president for 
[25] strategic marketing and planning, was that pan of 
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[tj the - the marketing research development group? 

P) A: No. 

|3i Q: By whatever name it was called at that time. 

(4j A: No. By whatever name it was called at that 
[Si time, it was not. 

I6j Q; Were you a part of any group within 
m marketing? 

(8) A: The marketing -1 was pan of marketing, 

K yes, the overall marketing group. 

(io] Q: All right.And who reponed to you? 

(u) A: Oh, gosh. Like what time period are - oh. 

2 j this - 

(i3) Q: When you held that position. 

(M) A: When I held that position? I think Laura 
(is) Bender, Fran Creighcon, Doug Shouse - just give me 
(is) a minute. Bill Lindquist, and Dick Nordinc. 

(•7) Q: And who did you repon to? 

(is) A: I think - can we go back and look at that 
(is) exhibit? 

( 20 ) G: Oh, sure. By all means. 

( 2 1) MR. SHONKA: And, for the record, that would 

( 22 ) be Beasley Exhibit 3- 

123 ] MR. WILLIAMS: I’m sorry. Well, look, we 

(24) gave you this thing just so we wouldn't have these 

( 25 ) questions. 
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(i( THE WITNESS: It was - let me see. Whoops, 

PI that’s not it. 

13] MR. WILLIAMS: Here’s 3. 

[4] THE WITNESS: Okay.Thank you. 
is) Dave Iaueo. 

is) BY MR. SHONKA: 

(7) Q: And who did he repon to? 

is] A: At this time, maybe Peter Hoult, I think. 

(9) Q: AH right. If we'd return to Exhibit 31, 

[10] please. 

(ii| A: All right. 

(i 2 l Q: If you would turn to the page that is 
(i3] labeled "Strategic Plan" at the top, "Marketplace 
;i4) Performance," roman numeral 1.1 believe it has the 
(is] Bates Number of 50693 1909 in the upper right-hand 
lie] corner. 

(in A: I'm sorry. Where are - are you on the 
(is) agenda page, or where are you? Just tell me the 
[is] number again. 

[201 Q: Never... 

pi] All right. It is a page that's marked in 
( 22 ! the lower right corner as 89M01723. 

123] A: Oh. Eighty-nine M - I’m sorry. 

[24] Q: 01723. 

PS! A: Yes. I’m on that page. 
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pi Q; In the 1989 period, when this document was 
ra prepared - well, let me back up. 

PI A 1992 strategic - 1990 to 1992 strategic 
(«j plan would have been prepared in 1989; is that 
[si correct? 

(6i A: I would have guessed so.Although, I don't 
tn reaUy think this is a strategic plan. It looks 
;e| like it’s pput t&a strategic plan. 

PI The i^rategj^ plan for the company would 
id have all kjfcsire'of financial information and 
111 forecastL^m^^Jliff about other departments. So I 
121 don't knpw’fefiure, but it looks like this is not a 
i3! strategic 4 "plan fgp the company, It looks like it 
ui was proljflrt^tBput to a strategic pllft&Just to 


PI The tetteg^ plan for the company v 
(id have all k&^'of financial information at 
[ill forecastLin^ljiiiff about other departme 
[121 don't knpw^fef iure, but it looks like thi: 
(i 3 ! strategic^plan fgp the company. It looks 1 
(ui was projpopiB|>ut to a strategic pllhtjt 

(isi Q: AU&raJMjfyou look at the pa£e th; 
(in I’ve refeh , ecfy^to,89M01723, * ^ 
[is] A: YeSjgg^ pHil 

[ 19 ] Q: Is io’^^understanding that 
(Mi that the all Camel brands ftncl 

[ 2 i] page was in fact declining, except f!§e% 
(221 MR.WILbft^jS: Wait. bjg 

(23! BY MR. sHOiIkaI 

(24j Q: I’m si^^^Jl Reyn<^lff%rands^lil 
psi Camel, vpMO^lining? 


?: Wait.That’s not ’ 


PI page says. ^ ^ A, . 

PI MR. SHdfei|^f All right. Back up. Sjjjfe j 

(4i the questiqjk \ t. 

( 5 i MR. WILlSfe^^: You got some detlining.^ome 
(b| growing. p§||g| lliipi 1, 

[7] pnl BY MR. SHOl k|^ 

Pi Q: Is i^^^inderstanding that tne\|inlton 
PI share was ai|tcM infc at that time? 

[101 A: Arc wj^yking about this '86 to ’88 period, 
[iij or just ’ 88 ,^|p? 

[i 2 j Q: Eightwsix to '88, 

[is] A: Okay.pteSi§ 

;i4] Q: Is thi^^^imem consistent with your 

[is] undcrstandi|8s|gi§§s 

Ii6) A: I would say Winston was declining, yes. 

It?) Q: And Salem was declining in that period too? 
(is) A: Yes, 

[i»l Q: Just so I'm clear, I’m not asking if that’s 
poi what the document says. I'm asking if what the 
pi! document is saying is consistent with your 
[ 22 ] understanding. 

p 3 ] A: I believe that’s true, I think that’s 
P4| right. 

P5) Q: And Vantage as well? 


: You got some deClining.^ome 


80 BY MR. SHOh jKAi^j 
g|nderstandmg that tnc^inkon 
|^>ing at that time? 
gjking about this '86 to ’88 period, 


six to '88, 


imem consistent with your 


til A: I believe that’s true. 

PI Q: More? 

Pl A: Probably. I believe that's true. 1 don't 
(4| remember exactly on More. 

(sj Q: Century? 

lei A; Probably. Well, you know, it's kind of 
Pi flat, '86 to '87, according to this. But it looks 
(8| like it had some decline in '87 to '88. So, you 
pi know, Century. 

[id] Q: And Camel was stable at that time? Or 
[111 fairly stable? 

[i 2 ] A: It looks like that on this. 

(i3j Q: Now was showing modest growth? 

(i4) A: Yes. 

(IS! CL Doral was showing growth? 

[i6i A: Yes. Significant growth. 

[i7] Q: And Magna, was that a new brand in that 
[is] period? 

[i9] MR. WILLIAMS: "Not applicable," it says, 
poi THE WITNESS: Yeah. So I chink probably 
ran that’s right. I can’t remember exactly when we 
[ 22 ; introduced Magna, but that's probably right. 

[23j BY MR. SHONKA: 

(24j Q: If you’d take a look at a couple of pages 
ps) further on, where it is - the number .is 89MCU725. 


Paga 466 


Pag# 466 


[i] A: Yes. I’m on that page. 

[21 Q: All right. It says there that: (Reading) 
pi Loyalty, not switching, 

[«! is the major factor driving 
IS] any tobacco company's 
pi business. 

pi Is that consistent with your understanding 
l*l at that time? 

pi A: No.Again, I would say loyalty and 
(ioi switching are the major factors driving any tobacco 
ini company’s business. 

M 2 ] Q: Loyalty and switching? 

[i3! A: And switching. 

[i4) Q: Okay. And at the bottom bullet point on 
[is] that page, it says: (Reading) 

[is] Other than those major 

[i7] switching opportunities, 

ns) brands almost never 

(is) (underscored) gain more than 

poi .1 per year in switching. 

pi] Do you understand ,1 to be .1 percent or .1 

[ 22 ] point? 

P3] A: Probably .1 point - 

P4) Q: Okay. 

psj A: -1 suspect. 
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e, it says: 


[i] sm^^^icre’s almost no 
[?; to ma||ggg| the aging 
Pi differettcii. 


(*i Do yo' 

15] A: | 

16] Q: I 
Pi 8$>M0l 
lei A: I 


ssssagree with that sta 
look at the next p 



ige, page number 



t: rfiron that page. 

It says: (Reading) 
Rj1<ISiS§seline trend is 

approximately A 


[123 peryessp^ 

to] Do ytMknpw if that's approximately 
[ii] corret!F~“ ! 

[is] A: fao?|t recall at this time if that was 
[is] right IMUP 

[i7] Q: Do have you any reason to think that it’s 
[is] not? 

[is] MR. WILLIAMS: Objection. 

[ 20 ] THE WITNESS: I mean, I just don't recall. 

[ 2 1] It could be right, I just, you know, don't recall 
[221 back to that year what it was. 

[23] BY MR. SHONKA: 

pi] Q: And then the next statement is: (Reading) 

[ 2 S] This is the negative 
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[i] effect of aging, partially 
P) offset by other gains, 
p] Do you sense whether - do you - do you 
[<] agree with that statement? 

[S] MR. WILLIAMS: Well, out of context. First, 
pi she's - that statement has no context - 
P) MR. SHONKA: Include the entire bullet 
Pi point, please. 

Pi MR. WILLIAMS: Have you rephrased the 

do; question? 

[in MR. SHONKA: Strike it. 

M2! BY MR. SHONKA: 

[is] Q: (Reading) 

(ii| RJR’s baseline trend is 
[is] declining at approximately .4 
[i«] per year.This is the 
[i7] negative effect of aging, 
ns] partially offset by other 
[is] gains. 

[ 2 oj Do you agree with that? 

[ 2 i| MR. WILLIAMS: Go ahead, Lynn. 

[ 22 ] THE WITNESS: I really don't know, because 

[23] I’m not sure what they're exactly referring to 
[24| there. 

[23] MR. WILLIAMS; David, this is just unfair. 
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jij I mean, I don't know where it gets you.You're 
[ 2 ] taking selected references out of a strategic plan 
Pi that she didn’t write and saying. Do you agree with 
M this or that? It's highly out of context.You're 
pi not even giving the headers or - there’s no context 

[6] to these questions. 

[7] I mean, you can continue asking them, but 
[si it's worthless in terms of any evidence you're 
Pi evaluating. 

[ioi BY MR. SHONKA: 

[ii] Q: The last bullet point on the page says: 

[i2i (Reading) 

[i3] This makes stabilization 
[i4i a very aggressive goal until 
(is) the aging problem can be fixed 

[is] with younger adult smoker 

[it] growth. 

lie] MR. WILLIAMS: There’s no reference there to 
[is] what "this" is. Maybe it refers to the bullet 
I 20 j point- 

pi] MR. SHONKA: In the context of the - 
[ 22 ] MR. WILLIAMS: Let me finish. Maybe it 
[23! refers to the bullet point above that.You haven't 
P4i asked her that, 

PS) MR. SHONKA: For the record, I’m asking the 
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[i) witness to look at the document. If she wants to 
Pl read more of it or feels she has to read more of it 
PI to put the questions in context, she may do so. I 
K1 do not believe I’m rushing her through a review of 
Pi the document. 

16 ] THE WITNESS: What was your question? 

[7] MR. SHONKA: Can you read it back, please. 

|6| MR. V^CLIAI^S: The question is: Do you 
pi agree wkhthcJtst bullet point there? 

[ioi THE WlwPiljS: You know, I just don't have a 
in] basis to.u’mnotssure what they're referring to. 

[ 12 ] BY MR. SHONKA: 

[13] Q: Dofiave you an understanding that in 1989 
[H] there w^§Ply|||ing problem Reynojtds^faced that 

(is] needed ^^i^ed with younger ad^|§liiift|>ker growth? 
[is] A: A gain.I'm not - I’m not sure awoujd say 
[i7] it -1 wowW 
(it; that the 
[is] problenfjuraPl 
po] fix that |P^1 


that way. I wouldp; 
|iy share was decHnjg! 
re. needed to fix that.« 


poi fix that fPlpflfositioning brands sjf 
[ 2 i] competitive switchers, P 

pj] Q: Or cdh BPgt itive smokers? ^ 
pa] A: Comtiv^switchers from eo 
p<] brands to comptfSPi smolp 

ps] our braif<M*rai'maintai|^^D>altyJ 


[i] who chOofeom' brands. fpMssSf 

P! Q: Or to1|p|ict people who arc sir^^phoosing 
pi their first t^y^fbrand? , 

PI A: No.Ajgatrr^youknow- 

[5] Q: You h$5fg$no interest in choosing - j 

[6] A: Agaiip^^e’s a conceptual digferiSSfie.'We 
Pi target by a gaggafc up. And it’s people-aj^s who 
Pi already smok^So they’re swUchinfropSi bands, 
p] Q: Is it y^piestimony, then, tha^^^ds 

[io] had no inte^§tin this period in attracting people 

[ii] who werekaaklhfi their first choice of a usual brand? 
(i 2 | A: No, that's not my testimony. My testimony 

ini is that the pSSS$JsuaI Brand Younger Adult Smoker 
|i4] desi&natiop^^ a conceptual difference, and it was 

[15] translated Ifoagsid roups. and it was translated to 

[16] 18 to 24 younger adult smokers or 18 to 20 younger 

[17] adult smokers.But that’s what that meant. 
ti«] Q: Are you saying- 

[is] MR. WILLIAMS: Don’t do it again. Please, 
po] don't do it again. 

iai] BY MR. SHONKA: 

P 2 ] Q: Is there no such thing as a First Usual 

po] Brand Younger Adult Smoker? 

p4] A: I'm saying that’s a conceptual difference. 

ps] When it comes to practice of how we market, it’s by 


1989 

;|that was a 
tee way to 
^attract 


jehing to 
it smokers 
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in age group. And that’s - what that phrase was 
P) interpreted is as an age group of younger adult 
Pi smokers 18 to 24 or 18 to 20. 

[*l Q: Arc you saying that that phrase is 
Pi meaningless in terms of its words? 

[6] MR. WILLIAMS: Whac phrase? 

[ 7 ] MR. SHONKA: First Usual Brand Younger Adult 
P) Smoker. 

( 9 l THE WITNESS: No, I’m not saying its 
(io; meaningless. I’m saying it formed a conceptual 

[11] difference. In practice, what it was translated to 

[1 2 ) is marketing to younger adult smokers 18 to 24, or 
[is] sometimes it was defined as 18 to 20. 

[14 ) BY MR. SHONKA: 

[is] Q: Can the concept Of first usual brand smokers 
[t«] translate into more than one age group? 

[171 A: The only concept I dealt with was First 
(iai Usual BrandYounger Adult Smokers.There wasn't 
(i 9 j any - there was no first usual brand without 
po] younger adult smokers. It was First Usual Brand 
jpi) Younger Adult Smokers. 

P 2 ] MR. SHONKA: Could you read back the 
[23j question and the answer. 

[24] (Previous question and answer read by 
ps] reporter.) 

Pag« 476 

[„ BY MR. SHONKA: 

PI Q: You said that was the only concept you 

[ 3 ] worked with. My question was: Does the concept of 

[ 4 j First Usual Brand Younger Aduk Smokers translate 

[si into other age groups? 

lei A: You mean, conceptually could it’ Is that 

[ 7 ] what you're asking? Conceptually could you 

Pi translate that idea? 

p] Q: Yes. 

Sid A: I don’t really know. I don't know. I don't 

[11] really think so. It's a concept about younger adult 

[1 2 ] smokers, and that's a specific age group: 18 to 24, 

[13] or 18 to 20, 

[1 4 ] Q: Would you please take a look at page 
MS] 89M01733. 

[ 16 ] A: I’m on that page. 

[17] Q: It says: (Reading) 

[is] The key consumer wants 

(i 9 ) define four basic segments in 

po] the cigarette industry. 

tail Then it appears to identify a taste/image 

P 2 ] group, a personal group, a social group and a 

p3] savings group? 

pm A: Yes, I see that. 

ps] Q: Are you aware of any segmentation - is this 
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[»] segmentation familiar to you? 

[z] A: Yes. 

pi Q: And under the taste/image, it says the 
M primary source of business is first usual brand 
[S] smokers; is that correct? 

[si A: That's what that says, 
m Q: And the other groups are older switchers? 
at'swhat it says. 

[9] Agaj le reference here, first usual brand 

’elieve, because that's how we always 
, is shorthand for First Usual Brand Younger 
rs. 

you f d look at the next page, please. It 

e three types of consumer behavior that 



e these segments. 



e n says: 


brand 
nger adult 
osing a regular 


[iBi smokers: 

[iBi smo^y 

[ 20 } brar|^s|rtje first time. 

( 2 i) A: Well, tfee, there is it:Youn, 
[221 smokers. 

a regular brand! 
Afid wh^yyips o 
that ff&uiual b: 




125 ) I said 



lirst time? 


vious page 
smokers 
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ser adult smokers." and that’s what 


usual brand smoker; 
Its who are choos 



s to 

suiar brand for 


adult, it’s that - ag|mjFir||Usual 
er Adult Smoker w&S^rconcept referring 
adult smokers first brand 

e loyal to. It's a corraetftuaj difference. 
And then the next grcfiqrtiider there 
itchers and it says, "Older smokers 
rands for a new benefit”? 
what that says, that’s correct, 
ire is a distinction between First 
[is! Usual IfranjlYpunger Adult Smokers and older 
[16, SWitChW^ 

[i7i A: Again, it’s a conceptual difference. I know 
[is] we've talked about this several times. But there is 
[i»i a conceptual difference. But in practice, how we 
pci market our brands is by age group. And it's younger 
pi] adult smokers, 18 to 24, as a target for a brand. 

[221 That's how that's translated by age group. 

123) Q: If you'd look at the last page of the 
124, document, it says "Summary”? 


(2S1 


A: I see that. 
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m 

pi 

pi 

w 

(51 
PI 
(71 
1*1 
(9! 
[ 10 ] 
(11] 
(121 
110 ] 
(14) 
(151 
(16| 
(171 
(181 
(’#! 
[ 20 ) 
(2i; 
(221 
(23! 
P41 
PS) 


Q: And under ’Younger Adults" it refers to four 
share points per year among 18 to 20 year olds? 

A: Again, I think younger adults, given the 
brands that arc here, refers to 18 to 24, and 
they're talking about an emphasis on 18 to 20. 

Q: Okay. You can put that away. 

A: Okay. 

MR. WILLIAMS: Let’s go off the record for a 
minute. 

(Discussion off the record.) 

(Deposition adjourned at 5:15 p.m.) 
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PI 
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[14] 
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Mr. H. J. Lees 


CAMEL Back-up Campaign Development 


’his, will provide you with an update of CAMEL'S back-up 
rtising campaign development plan. 

u are awar®. we are exploring back-up campaign development 
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high prior 
tising cam 
e Brand's 
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sis. Our purpose is to identify 
concepts which are relevant and motivating 
adult male smoker prime prospect, 
eveloped against four different going-in 


CAMEL Pack Graphiqs 

Individuality 

Heritage 

Social Excitement 

ment of campaign concepts and screen 
among consumers, the Brand and Agency will 
similar to ttys, one followed by New Brands 
k. The process involves three general 


dentifyinq |gW5WE|, "Hot Buttons”: 




his phase 
dult smoke 
ositive, 1 
he Brand, 
he lifesty 
roup. We 



ended to identify young 
tions to CAMEL and the most 
eable perceptions and images of 
perceptions should be tied to 
ts ana aspirations of the target 
robe into young adult male 



moker responses to a variety of cues, symbols, 
nd language which will serve as stimuli to 
communicate each of the four general strategies, 
his phase may result in modifying or reiecting any 
f the four going-in strategies, as well as the 
ssibility of adding one or more basic strategies, 
is phase will include standard focus groups, 
mi as well as mini-groups (small groups of friends) and 
in-depth personal interviews. 

2 . Creative Concept Exploration: 

This phase will involve taking the most positive 
"hot button" strategies and stimuli, developing 
them irto advertising campaign concepts and 
obtaining focus group feedback and response to the 
concepts from target smokers. 
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Mr. H. J. Lees 
Paqe 2 

April 3, 1985 


Full Campaign Development: 

In this phase, the strategies 
Ahat have emerged through the 
will be developed from concept 
:ampaigns. The development wo 
by further probing and respons 
tini-groups^ and personal inte 
fill be interMeyi to identify o 
Advertising ns that cou 

-■ j;o replace CAMEL'S current in- 



tg for this f 
.1 be done 
r^bgtwben mid-May 
1-June. 

b^rin the, Phe 
rougfWPtirtu 
li a 


odificatio 
ncement of 
rviewing, alT 1 ' 




and campaign concepts 
first two phases 
s into advertising 
rk will be guided 
e from focus groups, 
rviews. This phase 
ne or more 

Id be stronq contenders 
market campaign. 



Drillman v 
with Greg 
s, the Bra 


-phase process is as follows: Phase 
id-April to mid-May, Phase II will occur 
id-June, Phase III will be done in 


Ij process, the Agency has already developed 
ords, symbols, cues, and imagery). The 
form of swipe photography which will be 

ne copy, we teve asked for some additions 
ch we will review next week prior to the 
groups, mini-groups, and personal 
which will occur the week of April 15. 

"136 actively involved in the entire process 
n, Simon Marlow, the CAMEL Creative 
up {Rick and Lynn), and the CAMEL MDD 




i be happy r tc| discuss this in more detail, and we would be 
ng to revif|igi^i^ initial stimuli that will be used for 
al probing.’ I would also emphasize that we are pursuing 
proiect as the highest priority among the various projects 
evelopment for CAMEL. 

J, T. Winebrenner 


JTW/as 


C C : 


Mr. 

G, 

3athon 

Mr. 

S . 

Marlow 

Mr. 

R . 

T. Cau 

Mr. 

A . 

Cox 


RH0008848 

j 

f^tp://legacy.library.ucsf.e^tid 2 !feol 1 }t(!stf)^^adtv.industrydocuments. ucsf.edu/docs/yhjl0001 


Produced to Federal Trade Commission pursuant to subpoena 
dated June 6,1997. 

It88 9Z.308 E00E 68TZS 








CX-663 




i 

i 



//legacy.library.ucsf.e^ticKboKlf^yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 



I 


TOPICS 


I. Importance of Younger Adult Smokers 



r. 




II. Why CAMEL Has An Opportunity To Target Younger Adult Smokers 
III, Strengths And Weaknesses of CAMEL's ln-Market Perceptions and 
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IMPORTANCE OF YOUNGER ADULT SMOKER5 


7 \ 


I 

ICJ 




The future success of any cigarette brand Is driven by Its ability to 
attract younger adult smokers, between the toe of 16 and Z4 years old, 
in fact, smokers' aged 18-24 determine the future trends of tne tobacco 
industry . 

• Only about 5% of all smokers start smoking after the age of 24 years 
old, 

• The majority of younger adult smokers will stay loyal to their first 
brand choice. 

• More than 40% of the Virile Segment's current total business Is a 
result of brand choices of smokers at age IB. 




rv, . 3 
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lounger adult smokers combined with their brand loyalty 
the growth of a brand for decades. Even If a brand falls 
.along younger adult smokers, the Increasing consumption 
Urging franchise can carry the brand's performance for 
extending its life cycle. WINSTON's share among younger 
gp peaked In the mid-60's when Marlboro's repositioning 
& hold among this target, however, WINSTON continued to 
The late 70's. WINSTON's growth and subsequent decline 
^ted to Its performance among younger adult smokers. 

s * 

Hijch has 55% of 18-24 year old smokers, and 75% of 
18-24 year old smokers, grows approximately 1*0 total 
t|ipoints every year due to gains among younger adult 
wnhough Marlboro sustains yearly net switching losses 
jfaf smokers, the substantial yearly gains among younger 
more than offset switching losses and thus ensures 
!P§fhd growth. Previous brands Including WINSTON and Pall 
utfte same pattern and ensuing strong share growth until 
4hey lost appeal among younger adult smokers. 


WHY CAMEL 



OPPORTUNITY TO TARGET YOUNGER ADULT SMOKERS 




CAMEL ha s lAolooportunlty to capture the younger adult smoker market as 
evidenced Wll high responsiveness that It has already demonstrated 
in the marketplace among younger afluTy smokers. 


CAMEL has maintained a growing share trend inr the Pacific/ 
Mountain Sales Area since the late 60's when the filter style was 
Introduced (supported by “I'd Walk A Mile"). The primary factor 
contributing to the continued momentum of CAMEL In the PMSA Is 
younger adult smokers. 
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II. WHY CAHEL HAS AM QPPQRTUMITY TO TARGET YOUNGER AOULT SMOKERS (Cont.I 

t CAHEL £x. Regular styles have grown from 1,11 share of market In 
1970 to 5,6* In 1985 In the Paclflc/Mountaln. Share growth has 
been highly accelerated versus CAHEL Ex, Regular total U.S, 
share. 












CAMEL Ex. 
MSA — Total 

Regular 

US, Vs PMSA 



1970 

1975 1980 

1985 

Total 

U.S., .92 

1.07 2.04 

2.60 

^ PMSA 

1.11 

1.72 3.87 

5.62 


• Smok|rT"lB-34 years old represent more than 60% of the Ex. © 



fiegu? 

Regul 
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over| 

emoni 
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tyle's profile In the PMSA. Currently, CAMEL Ex. 
‘yles own lit of total 18*24 year old male smokers 
AMEL Ex. Regular Is, and has been substantially 
ped In the PMSA. This Is due primarily to strengths 
iger adult smokers * particularly 18*24 year old men 
back as our Share of Smoker tracking goes (1980) and 
ore. 


Th thepwld-West Sales Area where CAHEL was previously only average « 
^Siong p&IM year old males, younger adult smoker targeted promo- g 
tlons [for CA HEL resulted In dramatic share growth of more than ten^ 
smokerilfppp points among this group. | 

• 9et *^^3 srch 1985 and January 1986, CAMEL executed continuous* 

pro^o tTon s against younger adult Mid-West Sales Area males 
smokerlTlThese Included: | 

- fillRflC Get One Free's, | 

■ A^^g pack" offer of CAMEL Buy Three Get Three Free with 

c gupo n 'inserts, 

- APP^ch CAHEL" T-shirt offer through a toll free number. 

• Redemption of the T-shirt offer was nearly three times higher 
than CAMEL'S average participation In FSI coupons. The profile 
of participants Included 70% of adult smokers 34 years old and 
under and extremely high redemption of 40% among target 
competitive smokers. 

• CAMEL's Midwest share among males, 18-24 years old grew from 
3.0% In late 1984, to a peak level of 13.61 In March, 1986 at 
the completion of these targeted activities. This trend 
subsequently declined Indicating chat although CAMEL was able to 
stimulate a high Interest among target smokers, there wasn't 
sufficient reason for them to convert over the long-term. This 
would suggest an opportunity to provide a more relevant and 
motivating targeted image via new advertising. 
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II. WHY CAMEL HAS AH OPPORTUNITY TO TARGET YOUNGER ADULT SMOKERS (Cont.) 





In the VMNSTON/CAMEl pack action outlet test markets this year, 
continuous targeted support was placed in younger adult smoker 
frequented convenience stores/service stations. CAMEL achieved 
significant share growth and gains from competitive brands, 
especially Marlboro, In fact, CAMEL'S growth was driven by 
younger adult smokers, and was substantially greater than what 
WINSTON achieved with the same effort. . 

• CAMEL's cumulative share gain from August-February, 1987 was 
♦3,23 In convenience stores/serlvce stations with younger adult 
smoker targeted CAMEL support. These gains were at the direct 
expense of Marlboro which lost almost two share points In the 
same period, 


a Given 
CAMEL 
(+ 2 . 8 ! 
Lori 11 

• Parti 
young 
WINS! 
years 



ie same targeted promotion support In separate test areas 
chtfved an even greater share increase than WINSTON 
rfwhbse gains were primarily from Brown S Williamson and 


n In CAMEL promotion activities skewed highly 
It smoker (l.e., 60% - 70% 18*34 year olds) while 
split more evenly between smokers under and over 35 


WEAKNESSES OF CAMEL'S IN-MARKET PERCEPTIONS AND CURRENT 




yS&X-A S 


CAMEL'S in 4| 
smokers. Howt 
major user pjf 
Target. 


A. CAMEL'S! 
not adv« 
sistent: 
fit ntti 


Image has many strengths aoalnst younoer adult 
current adveftTsfnq for CAHEl does not overcome the 
weaknesses driving negative perceptions among the 


gsent existing market Image (l.e., brand perceptions, 
sing perceptions) Includes aspects that are highly con- 
Hfthe wants of younger adult males, and have a strong 
at, CAMEL has always stood for, including: 


Independence 
doesn't follow crowd 
lives by own set of rules 
stands up for beliefs 


- not afraid to express 

Individuality 

- enjoys being different 

- won't settle for ordinary 


Perceptions of CAMEL on these specific dimensions are very posi¬ 
tive and yet aye not In any way extreme. In fact, younger adults' 
perceptions of CAMEL as independent/individualistic fall short of 
the Ideal wants, which suggests an opportunity to leverage this 
type of positioning among the target. 
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m . SmWGTHS XHQ WEAKNESSES OF CAMEL'S 1N-HARKET PERCEPTIONS AND CURRENT 
ADVERTISING (Cont.) 

B. The major weaknesses In CAMEL's In-market Image Is that It Is not 
considered by younger adult smokers to be contemporary, and thus 
Is not relevant, negative perceptions include: 



- not up-to-date/contemporary 

- not exciting to be with 

- a lot older than me 


C. CAMEL's current advertising has many strengths relative to the 
desired "Independent/lndtvtduallstlc" user Image among target 
smokers. Testing of the current advertising Indicated that It 
communicates the following user characteristics In a positive way: 


- J^nows how to have a 

jirlted 
‘hdent 
jnfldent 
>g to be with 


In an 
tlonls 
campal 
models 



good - Ooesn't follow the crowd 

- Lives life to the limit 

- Resourceful 

- Lives by his own rules 
* In control of life 


to address CAMEL's weaknesses and the "loner/1 sola- 
cts of the original Bob Beck campaign, an alternative 
re A New Adventure" was developed. This campaign used 

ere not as old looking and used more relevant sltua- 

*_* - ... .. . • 


Mons tojaddress the brand's "older" Image weaknesses. Addl- 
wpse models were used to overcome the loner aspects of 
advertising. 


research of executions similar to CAMEL's current 
ampatgn, which provides a more social-arena for the 
has shown that the CAMEL smoker becomes less of a 
[an in the previous advertising, "Share A New Ad ven¬ 
ded perceptions of the CAMEL user as more exciting to 
id more a part of a crowd. However, this campaign 
L's user Image even older than Its In- market Image 
ger adult smoxers. fhis‘"suggests that although the 
vertlsing is in tune with younger adult smokers' 
e "Individuals" and "accepted by friends", this more 
1“ format is not sufficiently contemporary to reposl- 
as a younger adult smoker brand. 

GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DES1RE0 
POSITIONING AMONG YOUNGER ADULT SMOKERS 

As background, CAMEL's desired positioning Is an effective one to 
reposition CAMEL among younger adult smokers . 
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The advertising will position CAMEL as an authentic brand for 
smokers who ere admired and respected by thelr peers because 
their attitudes and lifestyles distinguish them as individuals 
who have their own Identity and make their own decisions. 
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IV. GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER AOULT SMOkERS (Cont.) 

This positioning Is appropriate because: 



• CAWEL's desired positioning capitalizes on Its well-defined In¬ 
market Image and provides CAMEL with the opportunity to build off 
Its In-market strengths. 

* In addition, the *1ndependent/1nd1vlduallst" positioning addresses 
meaningful and relevant wants among younger adult target smokers. 
These include: 


- Being different In a positive way, 

- demonstrating success via the respect and admiration of peers. 


In order tjjN &ucc ess fully accomplish this repositioning among younger s 
adult smokej^#^MEL must: 8 

1. D1 rEla.c'fe Marlboro as brand of choice among younger adult | 

2. PovvffPHy differentiate versus Marlboro. I 

3. fcorj&cfeg#in-market weaknesses/ make a younger adult smoker § 

A. EllPIPin emotional response rather than purely a rational s 
*n~’emotional reaction positively motivates the 
consumer Into rethinking CAMEL. 

current CAMEL strengths . 



2 . 


In order 
posltl 
as wel 
establ 
be bea 
outdo 



to. fully target the younger adult market, CAMEL must 
Iboro as the younger adult brand. Simply speaking, 
|the younger adult smoker market. It currently has a 
ng IB-24 year old non-menthol smokers. Any effort 
er adult smokers will naturally have to Impact prl- 
ro. 
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CAMEL to displace Marlboro, the advertising must 
fferentlate CAMEL from Marlboro’s In-market position 
astts advertising communication, A brand as big and 
s Marlboro among younger adult smokers cannot easily 
Its own game. While it would be nice if CAME* could 
ro at what Marlboro sells, success Is more likely 
through differentiation. Marlboro's key strength relates to peer 
acceptability and belonging. 


■S U 
e 
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In-Market Position : Marlboro Is perceived by younger adult 
smokerTas a brand whlch provides a sense of belonging to the peer 
group. A variety of research studies Including the Segment Des¬ 
cription Study, the Marlboro Vulnerability Analysis, In-market 
perception research, as well as In-depth qualitative all show 
this. Focusing CAMEL against peer acceptability and belonging 
would be trying to outdo Marlboro at its very strength. 
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IV. GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 



Advertising Communication ; Marlboro's In-market perceptions are 
not being driven by ils' advertising, but are driven more by peers. 
Research Indicates that the message communicated to younger adult 
smokers by the "Marlboro Country" campaign Is nearly Identical to 
the "CAMEL World" campaign. Both campaigns have the same key 
weaknesses: 


- not up-to-date/contemporary 

- not emulatable/respected by friends 

- not exciting to be with 

- not one of my friends 

- a lot older than me. 


To make 
Image 
advertl^i 
accomplish 
more 



a relevant brand to younger adult smokers, the key 
s of “too old" must be corrected. As shown by the 
esearch for "Share A New Adventure 11 , this cannot be S 
solely by 1ncorporatl ng less "old" looking models In 2 
nt" situations. Exhaustive In-depth qualitative | 
ws that younger adult smokers see advertising as I 
t oriented" when It Is speaking directly to them . | 

this weakness requires something more specific than 
“likeable". Ukeablllty Is not enough to motivate 
"Marlboro Country" and "CAMEL World" are "likeable" 
but do not speak directly to the target. 


s £: 
e £ 
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t necessarily require that wants of younger adult 
Ich alienate older age groups be used. Research has 
that while differences In wants do exist, extremes 
nate older smokers will also alienate a portion, or 
er adult smokers as well. 


The ad^TtfsIng should elicit an emotional response to positively f 
motlval 



_et smokers to rethink their brand choice. Research | 
at younger adults are entrenched In their dally pur- | 


Indlca 
chase 
They bjjy 
think 


ns such that they do not "think" their brand choice. 
1r Marlboro's a pack a day - every day - and never 
the purchase. For most smokers, the cigarette "deci¬ 
sion process" Is non-existent or at best superficial. This Is 
particularly true among younger adult smokers who are still driven 
by peer pressure and are surrounded by Marlboro smokers. On a 
qualitative note, we have even seen younger adult smokers dumb¬ 
founded when asked what brand they would smoke If Marlboro was 
taken off the market. They had no answer and had never thought 
about it. 
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IV. 










GUIDE LINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS OESIREP 
POSITIONING AMONG YOUNGER APUIT SMOKERS (Cont.) 

In order to stimulate them to think about brand alternatives, the 
advertising and brand personality must elicit an emotional 
response from the target consumer. Since CAMEL does not have a 
demonstratably different or unique product (rational) benefit to 
sell, this emotional response Is unlikely to be accomplished with 
advertising which looks conventional or traditional. Studies have 
shown that the so-called "hot buttons" for younger adults Include 
some of the following themes: 

• Escape Into Imagination : Yankelovich data suggests that escape 
Into imagination provides a differentiating and leveregeable way 
to reach younger adults. 

- The Inclination to deal with life by escaping Into Imagination „ 

dlff.ej’^^ates the target from older smokers. | 

- And,^-it i^pears to be particularly leverageable because It fs $ 

these smokers can mean Imagining a place to escape | 
'Image of yourself that is better than reality. i 

Oh 

un Is success : Younger adults center their lives on J 
In every way possible end at every time possible. J 
jltlon of success Is ’enjoying today" which dlfferen- | 
from older smokers. Advertising which Incorporates £ 
Ing", "fun", "humorous" theme provides a way for these ^ 
feel good" about the message, and thus generates a c 
d relevant emotional response. Importantly, the most £ 
elovlch Monitor suggests this would not alienate the E 
roups. 3 

«su 

The ad rtTslng should build on CAMEL'S strengths so that It will £ 

be tru ”own|b1e by CAMEL: ^ 

J = 

s current positioning Is based on positive In-roarket | 
Hons. 

unique package graphics continue to provide a large 
j of Interest and appeal to younger adult smokers. 

• CAMEL'S authentic brand heritage as a cigarette with full 
flavored, quality tobacco taste is consistent with the 
product wants of younger adults. 

The guidelines for a younger adult-oriented advertising strategy pre¬ 
sented here are not expected to alienate CAMEL'S current franchise. 

• The brand's older franchise (35 years and older) Is dominated by the 
brand's non-filter style where brand loyalty Is extremely high. 

• Nearly half of the current Ex, Regular franchise is under 35 years 
old. 
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IV, GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 




• The development of an effective advertising campaign to position 
CAMEL as a younger adult brand does not require “extreme - proposi¬ 
tions, and as such does not automatically Imply alienation of older 
smokers, 

e Importantly, alternative campaigns can be tested among both target 
smokers as well as among CAMEL'S currrent franchise, if there Is a 
concern regarding the message eoimuinieatlon and the attitudes/ 
feelings generated by the advertising among both groups. 
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June 28, 1985 
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L. J. Brelninger 

M. J. Scales 

CAMEL April 1985 Sempllng/Free French CAMEL T-Shirt Test - 



April 29 thr| 
ibuted to quhH 
er, 

ring f^**|ee 1 
‘ ourjS 


ondents ident 
on good for twi 
lrt. MARC wa 



ponse Evaluation 


Un evaluation of consumer response to the subject 


1H|ay 11, 34,000 CAMEL sample packs were selectively 
ijltiid consumers in nightclubs and bowling centers in 
|x and San Antonio. Each sample pack carried a decal 
CAMEL t-ahirt which the consumer could request by 
{free number. 


as competitive (non-CAKEL) eaokera were sent a 
e cartons of Lights or Filter along with their free 
fulfillment source. 


ne data captc 
,141 or 24Z oi 
t-day period, 
both remalnli 
er of response 
age number of 


from 5/1/85 - 5/24/85 showed a strong response rate -o 
Itotal 34,000 offers distributed. During the first J; 
If the total responses were received while responses 
it-day periods were 37Z and 23Z respectively. The 
pet 5 day ranged from a low of 91 to a high of 603. The m 
responses per day, over the twenty-four day period, was ^ ... 
or 4Z of the total responses. KLh 

Its also indicate that 36Z of Che total respondents were CAMEL smokers 
e the remaining 64Z were competitive (non-CAMEL) smokers. Marlboro 
iiire account for 27Z of the total responses with WINSTON reaching 8Z. 
enson end Hedges made up 5* while SALEM was at 4Z of total respondents. S-jSm 

Of the identified competitive smokers, 49Z were male while 51Z were female. 

Of those competitive males, 70Z were aged 21-34 and 30X were 35+* 
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Interestingly, competitive males 21-24 were just as likely to respond to 
the offer as were competitive females 21-24. 

It is worthwhile to note that the competitive target respondents were 
evenly divided between males and females which indicates the planned unisex 
appeal of the premium. 
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Re: C.AMEL New Advertisincr Camoaior. Deve 1 comer.t 


f forwards th!N|r 
|ts of CAMELUpi 
.ud inc : 1 ) tfrue 

JJ3J stratecfEy, 


and Group's recommendations covering key < 
advertising campaign development proiect a 
t avcience definition, 2) advertising objec-£! 
Btrroach, 4) general creative guidelines, 5) ^ 
a@sttor.ale srri 5) next stecs/timinc, at 


t :s recommence: 
^deve loping 

^sec cfPlibn s fl® 
®VpetuMfcc Mils' 




: the relevarfto 
itical’ to g^pH 
cognizing the^n*. 
|ich is broac^^# 
phasite apprfolT^’ 
|ving motivatfitnT 

L well ‘ jm. 

I^ERT I SING 03^^ 

£rall, CAMEL^^ 
ceptar.ce/in flue 
|>kers to select 
Veloped with th 
^selecting CAME 
ace that will e 


.. - g x 

: tr.at creative errcrts rer.ect ?. primary rocgsa 

l^tising which is hicr.lv relevant', appealing;, o 

to 1S — I A male smokers. This recommendation i's*- 

^%icn of the marketplace dynamics which are zJg- 

.boro's growth (i.e., brand loyalty and peer ^2 

itbi.ch strongly suggest that repositioning CAffeLuj 

franc choice for younger adult smokers will b}5£ a 

sating sustained volume growth. However, 'j| 

» iume potential associated with advertising ? _ 
ed in appeal, the creative exploratory will? §■ 
rhUs which employ universal cues and symbols ^ j-j 
mi value outside of the prime prospect group? « 


TEGIC APPROAC 


ij^rtising will be directed toward using peerJ3 g 

nde to provide the motivation for target H z, 

CAMEL. Specifically, advertising will be ^ H 
e objective of convincing target smokers tha^g < 
L as their usual brand they will project an u ® 
r.hance their acceptance among their peers. § a 

si % 

h a. 

— H 


'he underlying strategic approach guiding advertising develop¬ 


ment will be 


.everace ccsitive ar.c cist motive asoects or 


srocuct / use: 


r.entice ir.clucm: 


CAMEL 1 s product/user heritage including: 1) delivery of full/ 

authentic smoking satisfaction, 2) masculinity and 3) 
non-conformist, se 1 f-cor.ficer.t user perceptions . Creative will 
present these brand assets in a relevant, appealing manner to 


authentic smokinc satisfaction, 2) mascul 


address manor image wants of target smokers. 
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STRATEGIC APPROACH - 


Specifically, career smokers' desire to project an image which 
reinforces their masculinity will be addressed through leverag¬ 
ing CAMEL'S heritage of delivenr.c ohe f u 11/auther.tic smoking 

J cisfaction wnieh historically has made it ohe overwhelming 
cice of men whe emulate ohe masculine ideal of strength, 
thent i ci ov and se 1 f-confidence . S> 


second strategic direction will leverage the non-conformist^ s 
If-con f ident mindset historically attributed to the CAMEL us^ejp 
to address target smokers' desire to proiect an image that 2 -* 
pevsies them K b tjj ~.e eves of their seers . 5s § 

t a P 


he eves or tneir seers. 


flN’ERAL GREAT 




:o#r.stre that s£±bJUms encountered ■with the recent 


'< S£ 

t "Sociability!* 
- ^ *c 




i re.v :r. c.ear.y aspirations. appea.s 
it re versus one me I am) to provide 
or taroet smokers to select CAMEL. 



:r.e me : wans 


t Canvp aXcr .s ly cn literal depiction of smokers 

< to blm^niclPvP^le sirec user imagery will ensure that 
^models and fcaisfa^ tions selected are highly relevant and 
^appealing only target smokers but broader 

^demographic^^ps as well. Additionally, the 
# exploratoryp^i-^ cover approaches which employ 
^universal c|k&&*«|nd symbols that effectively communi- 
rcate the strategies with motivational value that 


itranscends 


graphics 


Si s 

|i! 

!i u 

o a 

H « 


?y strategie^ t^ g 3 

.Masculine Authenticity § 

\ ‘ “ z , 

1 y j 

Ccov Stratecv S 5 

4 ——*-— a g 

a , y » 

^ The objective of the advertising is to leverage CAMEL s s a 

| product and male user heritage so that the brand becomes rJ) § 

Issi a relevant, appealing choice for today's younger adult 2 

male smokers. To accomplish this objective, the adver- ** 
rising will convince smokers that only the legendary 
CAMEL cigarette delivers the full 1 authentic smoking 
satisfaction which for over "0 vears has race it the 
overwhelming choice of men. CAMEL smokers protect 
the masculine ideal of strength, authenticity and 
self-confidence. 
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5. COPY STRATEGICS 





Masculine Authent i ci tv - Sent' d. 

• Focus of Sale 

CAMEL is the oniv cigarette with a 
livering the ru 11 1 authentic stroking 


long heritage 
satisfaction 


o: oe- > 
demanded 


oy 

au 1 


men who 
:hen tici' 


project the masculine ideal of strength, 
:v and seLf-tonfidence. 


Motivation 



tr.rouan exoressic: 


:he 


an important 
s and tms is 
cates and younger 
crime prospect). 


m? 5 * 


e a x - ' 


40% of Marlboro 


perceive 
marke 
capit 
mascu 


profile, Marlboro's 
make the strongly masculine 
ce did has been weakened. 

ng history of being smoked almost 
TveTV by men, CAMEL is unquestionably 
s the most masculine brand on the 
erefore, CAMEL can most effectively 
on the opportunity to provide the 
enforcement desired by target smokers. 


B. Cool Attitude 


.oov Stratecv 
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CAMEL'iPfi^duct heritage of delivering full/ 
authentic smoking satisfaction is consistent 
with the desired user perception. Further, this 
advertising approach will position CAMEL'S product 
heritage in its most positive light by associating 
its product delivery with that necessary to satisfy 
men who project the masculine ideal. 


tn 

to 

H-* 

CO 

w 

® 

£» 


The objective of the advertising is to leverage the non¬ 
conformist, seIf-conficer.t mindset historically attributed 
to CAMEL users so that the brand becomes a relevant, 
appealing choice for today's younger adult smokers. 
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5 . COPY STRATEGIES 


Cool Attitude 




• Cocv Stratecv - Cont'd. 


To accomplish this objective, the advertising will creat^^-. 
the perception^ rhat^ CAMEL smokers aaVftg e t a non-cor.formiftfej } 
self-conf ider.tV’ V cSo V attitude which is admired bv their A = 

M i>i 

peers. 


ocus or 


CAMEL is 
your.cer a 



= £ 
£ a 
< i 


^ 2 

r? <■ ( 


w . 5 r ,, 

smooth, satisfvir.g cigarette tor ncr.-conronr.iogSw .** ' ~ 


cokers who crcect a cool 



attituce 
Psvtr.olrr 









is acmirec 
‘.ctivatizr. 


t.neir seers . 



r. trace 


1 r.a *:e tar cat smokers 


.rS.i, 


t o be perceived as cool/a member of the 
Ln-groutP®t®P|cr.e of the strongest influences affect- 
ing thek 


vior of vcur.cer adult smokers. 


x i. 

0 * 

M V 

5 2 

2|, 
a =. 4 
z. a w 

^ ^ "5 

a! a: 

S S 0 

| 3 |2 

5 g § 
11 8 
eg 


- Persona IJsS ^attr routes respected by target smokers 

and ir.hpfef’t^ in their definition of cool include a 
degree b e 111 c n or non-conformity, along with the £ 3 j 

seIf-cor.fic^ce to remain in control of the somewhat ^ £ 
risky, pilSliEing lifestyle associated with these « $ 

charact ferv r gtj ; o.c. 2^ 

- CAMEL’ s’lnl^cor.form.ist, self-confident user heritage, v> h 

in eonj6nctr)n with its perception as a unique, 2 

different and one-of-a-kind brand, makes CAMEL the 
only brand which can credibly execute this strategy 


- This approach will capitalize on the ubiquitous 
nature of Marlboro by repositioning it as the 
epitome cf conformity, versus CAMEL the smoke 
of the coo 1/in-qrouc. 
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XT STEPS '"TIMING 


The Agency has initiated preliminary idea generation at this 
point and will proceed immediately with full blown creative 
development upon approval of the strategic direction outlined in 
this memo. 
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6. NEXT STEPS/TIMING - Cont'd. 



Initial creative concepts will oe available for review r.c later 
than the week of April ", with the first round of focus croups 
scheduled for the week of April 14. 

^ overall project timetable is attached and assumes three 5 
“rounds of qualitative research as well as a quantitative stud^ M 
jylmiiar to that conducted for the "Sociability" campaign. Thqd F 
Tefeommended timetable would result in a new advertising campaicife 
aj&pearing in-market during 2nd quarter of next year. x ~ 



|H^ase advise j^pPlExecutive Management has approved the 
recommenced strateaic direction. 
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W\ RJR Nabisco 




ary 26, 1987 


H.Klong 

*. SUBJECT: TWMtL Cre 
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tlsIfi^Hecut 
ept fcJMIhat 
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followed up on our brief review of new?*" 
y sending me more finished copies of tht<j 
being developed for CAMEL. I continue to feel;.^ 
gflcant change In advertising direction for>v 
e It very much, Jerry, If you and Dick and>£ 
would keep me very much In the loop on the/* 
h regard to CAMEL advertising. ^ 

Z 


j, JR. 


n 




Hr. Richard A. Kampe 
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September 3, 1987 




Hr, J, T. Wlnebrenner 
F. V. Creighton 

"WHITE PAPER" ON CAMEL ADVERTISING DEVELOPMENT 


he fallowing provides an' overview of key learning to date which served os 
the developr^ent ^ the most effective advertising strategy for CAMEL, 
o be covered |inWh|s document include: 


Imrrj 



Yourtger 




sotsste* 

pr e^ij 

ThffJ 


cumje^t Is big 
. have op 
supw 


itents'V th1sM*k4tf 
i gipisseb discuss ar 
Our pIms areto^ 


| of Younger Adult Smokers 

|Has An Opportunity To Target 
|ult Smokers 

|And Weaknesses of CAMEL'S In-Market 
is and Current Advertising 

| for CAMEL's Advertising Development 

bn research findings from a variety of different 
not to use extensive numbers and tables, but could 
t>r any specific Items. 

4 

» paper have been reviewed with Lynn drelnlnger. We 
hd review any revisions that you think are appropri- 
^thls document will be reworked Into a presentation 


sche dule d with McCann In New York next week. 


Frances V. Creighton 


- S 


Jr* L. W. Hall, Jr. 

A. R. Cox 
Mr, D. N. lauco 
Mr. R. M. Sanders 
Ms. L, J. Brelninger 
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TOPICS 



I. Importance of Younger Adult Smokers 


jr 


*11, Why CAMEL Has An Opportunity To Target Younger Adult Smokers 

|I1. Strength ^ Jaj &dleaknesses of CAMEL’s In-Market Perceptions and 
Current Advertising 
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Mine# 
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IV, Guidellni 


CAMEL’S Advertising Development 
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I. IMPORTANCE OF YOUNGER ADULT SHOKERS 



v 




mm® 


The future success of any cigarette brand it driven by Its ability to 
attract younger adult smokers, between thoaga of 18 end 24 years old., 
in fact, smokers aged ts-74 determine tKefuture trends oTtM tobacco 
Tn Ju s Tr y :- a -~- 

• Only about 5% of all smoker* start smoking after the age of 24 years 
old. 

e The majority of younger adult smokers will stay loyal to their first 
brand choice. 

a More than! Hf the Virile Segment's current total business is a 
result of *0 choices of smokers at age 18. 


e The aging 
guarantee 
from grac 

mm of 

ryeees, thi 
jffiH smo 
to $ 
|unt1 
jp. & at 


asi|§pe#oro 

~*oo*menth 

>K. t « 

rtmoteers. 
asuMig to 




nger adult smokers combined with their brand loyalty 
,rowth of a brand for decades. Even If a brand falls 
g younger adult smokers, the Increasing consumption 
ng franchise can carry the brand's performance for 
ndlng Its life cycle. WINSTON*s share among younger 
eaked In the mld-60's when Marlboro's repositioning 
lold among this target, however, WINSTON continued to 
late 70's. WINSTON's growth and subsequent decline 
uted to Its performance among younger edult smokers. 

h has 55% of 18-24 year old smokers, and 75% of 
24 year old smokers, grows approximately 1.0 total 
Ints every year due to gains among younger adult 
ugh Marlboro sustains yearly net switching losses 
mokers, the substantial yearly gains among younger 
fit smolers more than offset switching losses and thus ensures 
continuedHflPTOK growth. Previous brands including WINSTON and Pall 
*lfl¥f show^dth^ same pattern and ensuing strong share growth until 
afteWSIf lost appeal among younger adult smokers. 



WHY CAHEL H 



PPORTUNITY TO TARGET YOUNGER ADULT SHOKERS 



CAMEL has an opportunity to capture the younger adult smoker market as 
evidenced by the high responsiveness that n it has already demonstrated 
In the marketplace among younger adult smokers . 

A, CAMEL has maintained a growing share trend Irr the Pacific/ 
Mountain Sales Area since the lata 60*s when the filter style was 
Introduced (supported by *I'd Walk A Mile"). The primary factor 
contributing to the continued momentum of CAMEL In the PMSA Is 
younger adult smokers. 
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WHY CAMEL HAS AN OPPORTUNITY TO TARGET YOUNGER ADULT SMOKERS (Cont.) 



• CAMEL Ex. Regular styles have grown from 1.1% share of market In 
1970 to 5,6% In 1985 In the Pacific/Mountain. Share growth has 
been highly accelerated versus CAMEL Ex. Regular total U.S. 
share. 


yf* 



CAMEL Ex. ReguUr 


Total 

us. vs 

PMSA 


1970 

1975 

1980 

1985 

.92 

1.07 

2.04 

2.60 

1.11 

1.72 

3.87 

5.62 


Srookelhj 
;RegulP 
Regui^ 
ther©?• 



^otal U.S., 

sass^MSA 


|lf34 years old represent more than 60% of the Ex. 
Pile's profile In the PMSA. Currently, CAMEL Ex. 
styles own 11% of total 18-24 year old male smokers 
ij'AMEL Ex. Regular Is, and has been substantially 
iot^d In the PMSA. This Is due primarily to strengths 
unger adult smokers - particularly 18-24 year old men 
sr back as our Share of Smoker tracking goes (1980) and 
sfore. 



B.^Tn the ^^st Sales Area where CAMEL was previously only average 
j££~~among 18-74, : year old males, younger adult smoker targeted promo- 
.fclons f^p^lJEL resulted in dramatic share growth of more than ten 
M^fsmoker fwrtipolnu among this group, 

«ssa| Between Majch 1985 and January 1986, CAMEL executed continuous 
promotes# against younger adult Mid-West Sales Area male 
SffL.,., smoke t^^l hese Included: 

- Buy ^fii^JB et One Free's, 

- A rfW^ack" offer of CAMEL Buy Three Get Three Free with 
coupon Inserts, 

- A “French CAMEL* T-shirt offer through a toll free number, 

• Redemption of the T-shirt offer was nearly three times higher 
than CAMEL'S average participation In FSI coupons. The profile 
of participants included 70% of adult smokers 34 years old and 
under and extremely high redemption of 40% among target 
competitive smokers. 

e CAMEL'S Midwest share among males, 18-24 years old grew from 
3.0% In late 1984, to a peak lavel of 13.6% In March, 1986 at 
the completion of these targeted activities. This trend 
subsequently declined Indicating that although CAMEL was able to 
stimulate a high interest among target smokers, there wasn't 
sufficient reason for them to convert over the long-term. This 
would suggest an opportunity to provide a more relevant and 
motivating targeted Image via new advertising. 
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U. WHY CAMEL HAS AN OPPORTUNITY TO TARGET YOUNGER ADULT SMOKERS (Cont.) 



»* In the WIKSTON/CAMEL pack action outlet test markets this year, 
continuous targeted support was pieced In younger adult smoker 
frequented convenience stores/service stations. CAMEL achieved 
significant share growth and gains from competitive brands, 
especially Marlboro. In fact, CAMEL'S orowth was driven by 
younger adult smokers, and was substantially greater than what 
WINSTON achieved with tha same effort. . 

e CAMEL'S cumulative share gain from August-February, 1987 was 
+3.23 f^jmvenlence stores/sarlvce stations with younger adult 
smokerk|#rg£ted CAMEL support. Thesa gains were at the direct 
expense^ 5 of Jtarlboro which lost almost two share points In the 
seme pfFj^l 

• Given cWeif|>e targeted promotion support in separate test areas 
CAMEL jg^|j|f^ed an even greeter share Increase than WINSTON 
WMZ&i (+2.85 L ' jrtp se gains were primarily from Brown A Williamson and 

i—— - Lori 11 ihd'i ■ 



33 sts 


'Panic 

syqunge 

3 ST0 


iTHS ANt 



CWFt s \n-m 
smokers. Ho* 
mafom&user 1 
tarOKt, 


In CAMEL promotion activities skewed highly 
; smoker (l.e., 60S - 70S 18-34 year olds) while 
pllt more evenly between smokers unde* and over 35 


iESSES OF CAMEL'S IN-MARKET PERCEPTIONS AMD CURRENT 


frtfgrHmaoe has many strengths against younoer adult 
current advertising for CAMEL does not overcome the 
nage Weaknesses driving neoatlve perceptions eniohq^the 


A. CAMEL's Jimik existing market Image (l.e., brand perceptions, 
not adver ti sing perceptions) Includes aspects that are highly con- 
s<stent WTOrthe wants of younger adult males, and have a strong 
lit with what CAMEL has always stood for. Including: 



independence 
doesn't follow crowd 
lives by own set of rules 
stands up for beliefs 


- not afraid to express 

Individuality 

- enjoys being different 

* won't settle for ordinary 


Perceptions of CAMEL on these specific dimensions are very posi¬ 
tive and yet are not in any way extreme. In fact, younger adults' 
perceptions of CAMEL as Independent/lndtvlduallstlc fall short of 
the Ideal wants, which suggests an opportunity to leverage this 
type of positioning among the target. 
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Ill . STRENGTHS AhD WEAKNESSES OF CAMEL'S IN-MARKET PERCEPTIONS AND CURRENT 
OVERUSING (Cont.) 

B. The major weaknesses In CAMEL'S In-market image Is that It Is not 
considered by younger adult smokers to be contemporary, and thus 
Is not relevant. Negative perceptions Include: 



!?• 

mm 


- not up-to-date/contemporary 

- not exciting to be with 

- a lot older than me 

CAHEL's current advertising has many strengths relative to the 
desired ‘Independent/Individualistic* user Image among target 
smokers.w Testing of the current advertising Indicated that It 
communlckra^ie following user characteristics In a positive way: 



to have a good 

Ited 

nt 

Ident 

to be with 


Doesn't follow the crowd 
Lives life to the limit 
Resourceful 

Lives by his own rules 
In control of life 



j lo address CAMEL'S weaknesses and the "loner/isola- 
"~tton 1 st“cjts of the original Bob Beck campaign, an alternative 
ilgn^^^la A New Adventure* was developed. This campaign used 
were not as old looking and used more relevant sltua- 
Idlest the brand's ‘older* Image weaknesses. Addl- 
models were used to overcome the loner aspects of 
srtlslng. 


research of executions similar to CAMEL'S current 
^|#npa1gn, which provides a more social arena for the 
- "’has shown that the CAMEL smoker becomes less of e 
In the previous advertising. “Share A New Adven- 
d perceptions of the CAMEL user as more exciting to 
more a part of a crowd. However, this campaign 
i's user image even older than Its In- market Image 
g^r adult smokers, ihis suggests that although the 
_„^# r t1s1ng Is In tune with younger adult smokers' 
desire 1 to be* “Individuals* and "accepted by friends*, tMs more 
•traditional" format Is not sufficiently contemporary to reposi¬ 
tion CAMEL as a younger adult smoker brand, 

GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER AOULT SMOKERS 

As background. CAMEL'S desired positioning Is an effective one to 
reposition CAMEL among younger'adult smokers . 


The advertising will position CAMEL as an authentic brand for^ 
smokers who are admired and respected by their peers because 
their attitudes aSf lifestyles distinguish them as Individuals 
who have their own identity and make their own decisions. 
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IV. GUIDELINES FOB CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 

This positioning Is appropriate because: 

\ • CAMEL's desired positioning capitalizes on Its well-defined 1n- 

I market image and provides CAMEL with the opportunity to build off 
Its In-market strengths. 

H e In addition, the "Independent/lndlvlduallst" positioning addresses 
meaningful and relevant wants among younger adult target smokers. 
j These Include: 

iS - Being diffferejht In a positive way, 

- demonstpnhg-success via the respect and admiration of peers. 



In order tof s^cclssfully accomplish this repositioning among younger 
^ adult smokeftiil^El must: 

i| 1. Marl boro as brand of choice among younger adult 

smo kedL^i ~~~~ 

,—JjL» Positively differentiate versus Marlboro, 

H&iv. ^3. n-market"' 'weaknesses/ make a younger adult smoker 

f--"-—* statement,. ~~~ 

H Elljltliii emotional response rather than puraly a rational 

response, An emotional reaction positively motivates the 
Igp con fer I nto rethinking CAMEL. 

■ Levpi^icurrent CAMEL strengths . 

gl ordJlPIlN fully target the younger adult market, CAMEL must 

pl_4jsplsce Jjplboro as the younger adult brand. Simply speaking, 
0 fla r 1 borglW’.the younger adult smoker market. It currently has a 

\ share among 18-24 year old non-menthol smokers. Any effort 

# Ki »ga Inst ^younger adult smokers will naturally have to Impact prl- 


w 



jji ord^nn|P CAMEL to displace Marlboro, the advertising must 
posltlvisl^o^fferentlata CAMEL from Marlboro's In-market position 
as advertising communication. A brand as big and 

established as Marlboro among younger adult smokers cannot easily 
be beaten at Its own game. While It would be nice If CAMEL could 
outdo Marlboro at what Marlboro sells, success is more likely 
through differentiation. Marlboro's key strength relates to peer 
acceptability and belonging. 


In-Market Position : Marlboro is perceived by younger adult 
smokers' as a brand which provides a sense of belonging to the peer 
group. A variety of research studies Including the Segment Des¬ 
cription Study, the Marlboro Vulnerability Analysis, In-market 
perception research, as well as in-depth qualitative all show 
this. Focusing CAMEL against peer acceptability end belonging 
would be trying to outdo Marlboro at Its very strength. 
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IV. GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 




Advertising Communication ; Marlboro I in-market perceptions are 
not being driven by 1 t» adv#rtU1ng, but «r* driven nor* by p*ers. 
Research indicates that the message communicated to younger adult 
smokers by the "Marlboro Country" campaign Is nearly Identical to 
the "CAMEL World" campaign. Both campaigns have the same key 
weaknesses: 

- not up-to-date/contemporary 

• not emu1|table/respected by friends 

- not excltlmjo be with 

- not one yplNfrlends 

- a lot olfer than me. 


To make C 
Image wea 
advertlsln, 
is 

re "re 
^search 
younger 




It does 
smokers 
suggest 
which a 

. y 



relevant brand to younger adult smokers* the key 
»f "too old* must be corrected. As shown by the 
arch for "Share A New Adventure", this cannot be 
ely by Incorporating less "old" looking models In 
situations. Exhaustive In-depth qualitative 
that younger adult smokers see advertising as 
riented" when it Is speaking directly to them . 

s weakness requires something more specific than 
likeable*. Llkeablllty Is not enough to motivate 
erlboro Country" and "CAMEL World" are "likeable" 
do not speak directly to the target. 



necessarily require that wants of younger adult 
alienate older age groups be used. Research has 
t while differences In wants do exist, extremes 
fi older smokers will also alienate a portion, or 
adult smokers as well. 


he advert^sln gi should elicit en emotional response to positively 
motivate flmpri smokers to rethink their brand choice. Research 
Indlcatesl^^t^vounoer adults are entrenched In their dally pur¬ 
chase patterns^such that they do not "think* their brand choice. 
They buy their Marlboro's a pack a day - every day - and never 
think about the purchase, for most smokers, the cigarette "deci¬ 
sion process" Is non-existent or at best superficial. This Is 
particularly true among younger adult smokers who are still driven 
by peer pressure end are surrounded by Marlboro smokers. On e 
qualitative note, we have even seen younger adult smokers dumb¬ 
founded when asked whet brand they would smoke If Merlboro was 
taken off the market. They had no answer and had never thought 
about It. 
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GUIDELINES FOR CAMEL'S AOVEftTISIHG DEVELOPMENT TO ACHIEVE ITS DESIREO 

POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 

• The development of an effective advertising campaign to position 
CAMEL as a younger adult brand does not require "extreme" proposi¬ 
tions, and as such does not automatically Imply alienation of older 
smokers. 

a Importantly, alternative campaigns can be tested among both target 
smokers as well as among CAMEL'S currrent franchise, If there Is a 
concern regarding the message communication and the attitudes/ 
feelings generated by the advertising among both groups. 
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McCANN-ERICKSON 

McCtnn-Erickjon, Inc. 

486 Lexington Avenue, New York, NY 10017 
Phone 212 - 697 . 6000 , Wtx 620614 



ember 12, 1987 


Lynn Brelninger 
Reynolds o Co. 

North Main 
ston-Salem. 


Pm t L y nn * 

ed on the 
oriversa 11 on w 
pact units w 
. More sp 
1 ng Jmi 1 e t 


EXHIBIT NO 
Wit: 

Date: Ia 

Q L 

1 

i _J 







eting held on 11/7 and your subsequent 
" rry, this letter forwards costs of high 
i ch |serve as alternatives to the 3-D French CAMEL 
|cally, costs outlined are for inflatables and 




enejp^lrst learned of Brand's Interest in pursuing the 
e discussed costs with Brand for the 3-D Heads 
her ] optIon - Inflatable 3-D bulletins. 

led out due to cost and timing. At the time, 
eing In market January 1, 1988 with the high 
ver, inflatables require 60-90 days 
ould have delayed being in market until 2nd 
, a 11 14*x48 1 bulletins were estimated based 
latable unit; therefore, this option became a 
pared to the 3-D Head costs. Brand and Agency 
that the Inflatables would be too 
rlesentation of the French CAMEL logo art. 



well as ano 
latables we 
had planned 
act units. 
para11 on wh 
le. Additl 
featuring a 
tly one whe 
e also cone 
toon-like a 

ed on the sample posting of the 3-D Head, it was decided that 
y 3 units would be produced. Furthermore, not all 14 , x48 , 
lletlns would have to be high Impact units; Brand has indicated 
t a more realistic quantity would be 20-25 units. 




rding the smoking bulletin, a mechanical device would be 
tructed so that puffs of smoke would come out of the French 
L's mouth. This type of high impact unit would be ready at 
the same time as the OOH introduction of regular units for 
CAMEL's 75th Birthday campaign. 

At this time, the Agency recoirmends utilizing smoking machines 
with the 3-D units to provide greater impact. Additionally, 
20-25, 14 , x48 1 bulletins (printed flat) would also feature this 
smoking device for greater excitement/appea1. 
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attached provides a list of Itemized costs Tor Inflatables as 
1 as the smoking bulletin. A summary of costs Is indicated 
ow assuming a posting of 5 months: 


Inflatables: 

Smoking Bulletins: 




Agency Is 
act options 


FT 



Y. Jones 

* M. LaBrec 

B. Lindqu 

C. Williams 

H. Maldon 
J. Potter 

A. Rlchte 

B. Schwei 

* G. Telch 


$8,475/unl t 
60-90 days 

$7,775-$8,475/unlt 
6-8 weeks depending on 
availability of machines. 

Plus $12,300 for 3, 3-D Heads. 


proceeding with investigating other high 
H. 


please call. 
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March 22, 1988 

Stavroa Kichaelidea 
a Brtininger 

rch CAMEL Advisory Conference 


% 


% 





^tkached pleaaa 
dvafegqj# Confere 


lou seed 



nr 

MHBi 

yj 

ff.1. _ 

MmE 





• CAMEL Brand Information requested for the CAMEL 

information, please eontact me. Thank you. 

- 

L. jJ Breininger 
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A. 


Fiscal Year-to-Date Performance 

_Volume QfQ 


CAMEL Family 



Share of Market (Shipments) 




1987 

1988 

Z Qiange 

1987 

1988 

Z Change 

24,178 

23.393 

-3.22 

4.21 

4.20 


15,235 

15,234 

— 

2.67 

2,74 

+3.8Z 

8,943 

8,158 

-8.82 

1.60 

1.46 

-8.8Z 

134,619 

134,600 

• 

20.95 

24.17 

+15.4Z 




ran$ image among target smokers• 


vill 
active 
male smo' 



ertlsing, 
signed to 

I 

imary «mpi 


meaningful advertising communication and promotional 
young adult smokers for maximum conversion. 

roiiotional programs that include both broad-based 
growth programs. 

nc product perceptions (strong, harsh'product). 
implement long-term general market advertising 


ta j&erketing support on achieving its committed volume 
Ithening its consumer appeal among target 18-34 year 
emphasis through the 2nd Qtr. of 1988 vill be the 
75th Birthday which will utilise highly impactful 
retail offers and specially developed events 
varenesa of CAMEL among competitive smokers. 




a tha third quarter of 1988 will he implementation of a 
g-term general market advertising campaign to replace the "CAMEL WORLD” 
sign. This campaign will ba executed against the following copy 
ategyi 

The advertising will position CAMEL as an authentic brand for smokers who 
are admired and respected by their peers because their attitudes and 
lifestyles distinguish them as individuals who have their own Identity and 
make their own decisions. 
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of® MACDONALD INC. 


Or* f«vCerx»*y>*w<* *»tr<0 OwtU)> '« **«*«'* t«1*» W* CftS?u» 




January 30th, 1987, 


Ms. E, Jay, 

^he Creative Respj 
B8.Eg!Inton Avfii 
Suite 701, 

Toronto, Ontario 
M4P 2X7 

Dear Elisabeth, 


Is is to conf 
ung adults at sm 




e willjiMbUd 
QucstiohiJst|en y- 
enalyTns^T^cifi 
he opportunity 
inallsed, and 1 
"with other categor 



L^roup limited, 
' t, 


subscription to your syndicated survey of 
|||>ted cost of $20,000.00 

upply you with product category and brand usage 
ireuready for them, and would like to review the 
1th you in due course. We would appreciate 
lew the entire questionnaire before it is 
cular, to see how our product group fits in 


s 1 have expl 
roducts to thos 
hat in your analysis 
B - 24 age grou 

f any queries 
ftything develop 
20,000, please 1 

ours sincerely. 



o you, our industry does not market Its 
.under 18. Could you, therefore, please ensure 
d reporting you focus your attention on the 


£ in connection with our requirements, or 
could take our financial cormitment over 
now. 



A. Walker, 
Director, 

Market Research. 

I Ail/lab 
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The Creat*' t 
Research 
Group UmiMd 
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February 20, 1987 


Groupe Innova Inc. 
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Mr, Ian A. Walk! 
Director, Market, 

RJR Macdonald IP.. 

1 First Canadia^J>Ia-« 
Toronto, Ontar fS1 
MSX 1E8 UaLJ 



Dear Ian: 

I was delighted 
annual YOUTH T> 
will be of greai 



The billing pr 
projects that 
upon delivery 
forward to del 
presentation o 

Jen, we are ask! 
participation b 

] look forward 

Best wishes. 

Sincerely, 



>r that RJR Macdonald will be participating In the first 
tudy. 1 have no doubt that the findings from this study 
In both the short and long term, 

| of 520,000 you will be receiving a full analysis of the 
of young Canadians and we have noted your request that 
ion the 18-24 age group. This will Include a profile - both 
^psychooraphlc - of young people who stnoke. Frequency of 
Sbmputed' and Integrated Into the profiles. 

will be the same as the one which applies to our custom 
f total costs billed at the ©n*set of field work and 50S 
esults. We plan to be In the field In February and look 
the results to you In April. Of course, there will be a 
ngs. 

participants In the YOUTH TARGET Study to conflrat their 
g the enclosed agreement and returning It to us. 

lunch on torch 6th. 
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METHOD 




The Staple 


Included (n ttmLii iapl e are urban and rural areas in the ten Canadian 
Provinces, *1 n't ervt ews, each of apprgxlemtely one-half hour In length. 


Provinces. \ 
were assign^ 

each tssignn| 

to establish 
limited subi 




ppetdfng to population proportions. The start point for 
gjg$| determined by an Initial series of telesmone calls 

M 'rtstence of people In the desired age group. Some 
n of remote rural areas was permitted, so that 
HUbe completed within 200km of urban centres. Quotas 
rh start point to deliver approximately equal ntnrters In 
bjggf and 22 - 24 age ranges. 




Interviewing 


The survey v^nT'^dsn^ucted face-to-face In the hone. In the period Karen 
19 - April 1 3 . t -... 19&I . Parts of the cuestlonnaIre were self-completed by 
respondents finthe presence of the Interviewer, 




dime 
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Results of uHi 



The follcwInf'T*excerpted froa the record of contacts: 

|p.tal^ontact tttaspts . 15,131 

^cHjSh^ct »ft»r 3 calls .. ~| (M j 

. 1,264 


!, Illness 


rotalds-operitlve contacts .. g ,849 

ff*<J: no qualifying age . 5,081 

|nfKg| age quota filled . S 21 


1 caspleted Interviews . 1 247 



J Weighting 

^ In order to te Statistics Canada property*, returns were 

J «ei gtited is sfjswfl~fcelow. 



is - m 
ia. Ip 

22-24 
feaalet 
15 - 17 
18 * 21 
22-24 


Rowlatl en 


Interviews 

S 


Weight 

# 
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FOREWORD 







YOUTH TARGET 19S7 is thi 
1 rit of a planned series of 
tsaarch studies Into the 
^ifestyles and value systems 
" |f young nen ind women In the 
5 * :♦ age range. A* such, 
t represents the bench merle 
I ga Inst which changes or 
|renaj will be identified. 


he purpose of the research 
to provide marketer* end 
lleymtkerj with an enriched 
demanding of the meres 
nd ootlves of this important 
merging adult segment which 
n be applied to better 
clsion making in regard to 
products and programs 
irected at youth. 


These r 

esults are 

propr letary 

to the 

individual 

subscriber 

and are 

not to be 

dupl letted 

without 

the written permission of 

of The 

Creative Research Group 

Llmlted 

* 
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Results 

There *re two sections of retulu, the highlight report Contained herein 
and the detailed tabulations suppl led separately. The focus here Is on 
the seven established to encapsulate prlsery elements of 

miunes among the youth of today. An original set of 171 
reduced to 31 underlying dimensions via fector analysis. 


lifestyles 
Statements w 
These 31 fee 
21 peiningfu 
assigned to 
agreement wl 


rSlilJ r * * ulbswu * nt1 y cleaned and Judgmentally refined to 
ptors of youth value systems. Individuals were then 
via duster analysis according to their patterns of 
;1 factors. 




ter is cautioned about use of the 
descriptors of the segments. Regular 
nee to the factors Involved in each Is 
so that the complexities of 
attitudes! and behaviour ire not Ignored In 
In jlng results. 


Throughout th 



fy tables, circles and souares ere used to highlight 



results in e§r-**4wv. sub-groups which *r* subs tantla lly higher or lower 

*■ s 

respectively ^ thanJj those in other sub-groups. Such highlight 
IdentlfIcitloffPuSuid not be taken to Imply statistical significance In 
the strlctestp^^but should be treated is a directional Indicator of 
difference. 


There are also occasional places In the summary tables where columns do 
not add exactly to 100 -percent because of rounding of percentages to the 
nearest whole number. 

As a standard Quality control measure. Creative Research has validated a 
minimum of 10 percent of each interviewer's work on this project by 
telephone. 

_ 4$2970 


Jtne 8, 1987 
Study ho.: 1005-66 
Dac. I.D.: 460k/SO$b 


Tcreative research gs*up. 

limited 
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TOUTH TARGET 1987 


V. OvenfT^«itudtn*l Profile 


T»ble 1 prtM 
TARGET Stud|v 
with the Hi 
s/sttss. 1&S 


overview of the findings of the-first annual TOUTH 
yshows the average agreement for the sample as a whole- 
eits of each of the 21 descriptors of youth value 
l| factors are based on the original 171 attltudlnal 


CkJtgrjjig anfjiiilf .confident, as a whole, young people Indicate that they 
^rlP«ncerr|^liiP|| getting on with their lives and do not feel very 
strongly abto||||gg|a 1 or ethical natters. 



Key Issues 0j0r cr*< on the need to work. They enjoy Spending money and 
recagnije toe^neec to work in order to suooort their Interests and their 
desire for ^Itens |uch as fashlonaple clothing. Although not previously 
charted, ttjf^gHl^fcibly reflects a acre conservative approach to the 
prattle a|.|ect 4 |pf life, while, at the sane tin, Indicating what Is 
likely to b| afsenewhit reduced level of social conscience than was pre¬ 
valent In pJPIwi decades. 



Eeuallty of the sexes- Is generally accepted end attitudes to sexual 
behaviour are open. Old six role stereotypes still linger, however, 
with average opinion neither favouring nan as the head of the family nor 
disagreeing with the role of woman as care-giver. 

The single Issue generating significant negative reaction Is attitudes 
toweras seeking with average opinion clearly against it. 


4G*992 $ 
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The attitudes described above art some of the key findings of the 138? 
YOUTH TARGET Study which will let as a benchmark for future surveys. 
Slaller studies will be eonlieted on in annuel basis so that changes in 
attitudes can S>eJte«died over time. 
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OVSMU. ATH TUP THAI WOFIlE 






Heed to Wort 
Equality of Sgxi 
Sregarl ocine* 

National Prldi 
Achl evement/lee^jersl 
FesMon Consol^ 
Parental Tie* 

Fiscal Extravagance 

****11121 

Too Kieh Sex 
Brand loyalty 
Active in Spo 
Iniecure/I n 
Self Interest 
lack of Asser 
Big Brotfier 
Horal Value* 

Traditional Families 
Lack of Self Confidence 
Smoking 



ence 


rrecNa.Y 

DISAGREE 



HEITVEa AGREE 
NOR DISAGREE 


STRONGLY 

,^AGREE 
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2. An Overview 0 / Ufestyle/Ytlues Segseits 




the 21 factors produces seven distinct attitudlnil 


djnts ire .tt one extrese. TMs group Is erlsited 
itilcesi and tu secfiers tend to be the cost self Inter* 
^fldent. The focus Is on Individual accomplishment 


Cluster inel 
group*. 


eig City It 
towards eats 
cited ind s 
and achieves 


The next grosff^nwsorrow's Leaders, are also clear In their direction 
tovaiS^succ ^Br&iata& ie eesoers of this trend setting group are team 
leip^j^ind are willing to actospl Ish their goals by working with 

aad g&feas uoh Transitional Aajlts follow. This group has adopted 

many adult v|Tues|nd is the most financially responsible. Quiet Con* 
formers tendfollowers. We loo* at them next as they flow with 
the trends, tak/j& fl- their cues froe Tomorrow’s Leaders. The lergest 
single grouoP^tMi Underachievers or, as we prefer to call them, The 
T.S.J.F. gro^py"-™^! s segaent Is rooted In the preseit. They live for 
the moment and tendjto be seif-inljlgent. 

Following th^p^LF. group and their orientation to the present 
mooest, InsedpsOigl’alIsts relate more to the perceived values of their 
parents' genr^etTai! They support the Idea of traditional famine* and, 
to a degree, feel that the best velues stes from their parents' time. 
They have a.certain nostalgia for things past and are stmewhat uncomfor¬ 
table with today's society and Its values. 
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The reralntyg 
Tradition*] 
r»11 glow. | 
with the 
es'tem, 

considered 
Big City I 
tradlti 



froup, at the other end of the stectnsa, Is the Small Town 
This segment Is the most conservative and the most 
r^at sucetss Is not their leading motivator as It Is 
Independents. Spiritual values ire held In high 
ikt all 'vices' and many of their attitudes could be 
loned. Unlike the self Interested, non-con forming 
ts, the Snail Town Trad!tlonalfsts support age-old 
tutlons and long-establlsned belief systems. 




. 462977 
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3. Big ClQr Independent! 


Although * sl Hj gr oup. this sequent 1* distinguished by Its scnexhit 
extrme posl||$ii^lf self-interest »nd liet of parental ties. It Is 
ach1eve»ent-d|Jmt^ end highly assertive, decisive and set Confident. 
It is not, fajfTerl , fa shl onions cl out to the same degree as the other 
groups. OuJPfP^ overrepresented here, but not the Atlantic and 


Pratrl t Provl* 


0t would be expected. 


"ypicar attitudes and values are: 

oost Important role Is not taxing care of 

i 1 not better to work as a tea* 
e' Tf|ewfl|hould not be the head of the family 
e li|§Piii| is important for me to appear well-groomed 

• ^atll^pocd enough for my parents is not good enough 



These people 
assured, wnl 
sex. Posses: 
front famine 
works, she 1i 


are o^ten single, are down on smoking and generally self- 
IPwf'ng of average age and reasonably equally divided by 

S d dlscretlonary Incase, too, ere everage. They come 
diverse backgrounds. If the female head of house 
li'-.ely to be eaployed In a clerical position. 


Books ire popular with Big City Independents; they are frequent news¬ 
paper readers, but not readers of women's magazines. 

TV viewing Is light In tMj group, but the pattern of programs watched 
Is not atypical, ttjsle tastes are quite eclectic, with, classical, 
reggae, Jazz and blues being edded to new wave end the others favoured 
by youth. 


45237? 
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BIG CITY INDEPENDENTS 





Need to Work 

| 

Eauallty of Sexes 
jjjfiregtrlousnesi 
National Pride 


hi eveoertt/leide 


Fashion Consciousness 




-oita! Ties 







D1 serial nation 
Too rtjeh Sex and 
Jrtnd Loyalty 
Active in Sports 


■dins ecu re/1 rdecl sll 


elf Interest 
act of Assertive 


^dsj^ BI a Brother 
^P^Hortl Ytlues 
^^^Tradltlonal Families 
$^%Uck of Self Confidence 


D Big City Independents 1 

M Total Sample STRDNS.Y 

DISAGREE 



NEITHER AGREE 
NOR DISAGREE 


STRONGLY 

AGREE 


462380 
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4. Toooptw'j Leaders 



|These are certain 
^tnd assertive, ^ 
%nd success, Hd£' 
|*both In terms o|g 
,In tMs respect '% 
^*nd sporting 
sports and concetpi 

<$art frera being' 
^leadersf^P^j or |l 

felub mimh. d* 


mavt one of the ^ 
hikely to own ere 
^ticket durables ^ 
'come fron relative 
pbe employed (n |r 
ipse In the oti| 
|wthers In this l 
^executive level, r 


Jjpfijtenclal movers and shakers. They art gregarious 
ir in their direction and oriented toward achievement 
xj?r^ they also demonstrate a degree of Independence. 

ties and In their enjoyment In spending money, 
'ey are prise consumers, especially for fashion Itens 
and accessories. They are personally active In 
ssi^ut fines. Smoking Is anathema. 

average participants In most sports, Tomorrow's 
!HP|in*alved In many other activities, rock concerts, 
l^ssfons on pidllc affairs, visiting theme or aimae- 
professional spore events among thas. They 
discretionary intone of any group and are most 
■l^cerds, stacks and bone and to have access w high 
|?i^thom« computers, stereos and VCR's. They tend to 
fylTScale famine. Their fathers are more likely to 
ifessl^onal or managerial positions than would be the 
Hg§p*«ts, There Is also < greater tendency for 
group.;: to follow professional careers or wort at an 


S MIth their drive toward success. Tomorrow's Leaders, perhaps, show sene 
• ek of eencem about societal issues others find Important. Examples 
here v«uld be a relatively low concern about dfscrlmlnatian against 
Minorities and the presence of aspects of sex and violence. 


462981 
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TOC RAW'S LEADERS 


ST 









le*<j ta Worn 
duality of Sexes 
egarioifS'h'Bss *■ 
iattonal Pride 
1 wenent/Leide 
Fashion Conscious 
irental Ties 
seal E&l^&ragan 
exual F| 

Mjcr 

o Much Sex and V 
and Loyalty 

tlve In Sports f 

|5 

‘nseeure/lndeclslxj 
df Interest 
cfc of Assertlvwfssl 
g Brother 
ral Values 

Traditional Fanilles 
ck of Self Confidence 
Ing 




□ 


Tceiomjw's Leaders 
Total Sample 
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Typica 





lea 

$ tn d Hits. 

hate, but ofti 
of the segm 
frat Quebec. 



ir attitudes and values are; 

pate In many sporting activities 
buy new and different products 
snot rather stay at heme watching TV than go 
je *1 th fri ends 

t rather read a book than go out 
aggressive than passive 
wear the latest fashions 
stick to a budget, 

omorrow'j Leaders are younger and hence often 
with this, they tend to be single and living at 
as well »j study. There Is e slight male dominance 
distinct anglophone component: only 7 percent come 


While relaf 
coined es, 
However, th 
gregariousn 



ight viewers, their tastes In TV include sports, 
d talk shows, but not soaps, game shows or movies, 
above average clnma goers, in line with their 


Hjsic preferences are concentrated around new wave, pop and rock, in the 
middle is It were, between easy listening and heavy metal, Phil Collins 
and Genesis are probably representative. Country and western, country 
rock and blues are not their style. 


Tomorrow's Leaders ire avid readers of books and newspapers, relatively 
speaking. Sports Illustrated, predictably. Is a favoured ragnine. 


J 


. 482983 
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Transitional. Adalts 

Sb named because pfif^Se older, Transitional Adults ire therefore the 
t likely to be ^Mi-rrtd and living away from home, but still contain a 
i'jor.lty of slngi^J^luebec Is ovr re presen ted by 50 percent, and 
tarlo Is underr^srePiTOed. females dominate the segment Si<, and one- 
Ird Of the groupslSIWsf university education. 


Perhaps because 
gr|iup partid pat 
calt 
e conu^fy ac 
their 1 rs 

n parents for a 
n this group 11v 
Is pfnt, althcu 




f „ this transition toward sdulthood, people In this 
actively In sports, particularly the more 
lasses are not overly popular, nor are some of 
.ties. Transitional Adults tend to be tied up In 
block out titraneous pressures, Wille relying 
moral support. A significant ninber of people 
from hone. They are financially conservative at 
eretlcrary Income Is relatively high. They ere 
.Suite likely to h|P^™«*ejdU cards and bank accounts, as well as an auto- 
bile. Other po^yiesrfvrs are it average levels. 

Typical of tfnefr^atrl bides and values are: 



(I do |&HLjy|end my money foolishly 
I ittex to a ’budget 
I do net follow other peoples' wishes 
I do not spend very little tine at hone 
I as not one of the first to try new brands 
Aid to third world countries should not be s priority 
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TRANSITIONAL ADULTS 



STJOHSLT HIITO AGREE STRONGLY 

DISAGREE NOR DISAGREE AGREE 

462985 
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I 


Mot bf 9 roe*; jspncert attendees, Transitional Adjlts add easy listening 
to light and: MgPs§' root and country and western In nusle choices. 

Heavy rock anr heavy natal are low. Ho artist or group stands out, 

perhaps becaufel^lw^ are renoved froa the contenpcrary scene to sene 

extent. 

These are averitg^f^^viewers and supporters of soaps and nwt as well as 
draws and cofPPhP!f Also they are reasonably average in their print 

aedla consumpti 
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6 . Quirt C|nforner* 




Listening ratppr thin talking characterlies this group. Hot that they 
do not have option: they would rather avoid controversy. Anglo* 
phones and t tuden tij are often found here, but, apart from this, the 
dmografftlc pforiTefs avenge. 'Average' Is the key tern. 




Attltudlnally ijpipEal Can formers despise saoklng and discrimination, but 
are unlikely to eigess these views puOlicly. Decisiveness, confidence 
and asserdveMsj|ane not In their characters, and they are not selfish 
to aSPSSirked ! 



bi cal 




lr attitudes and values are: 


I prefer to 4 ste several Berbers of 

oc po s.fc ^fe st^ than stay with one person all the tloe 
Set^Y"*i<11vorce is too easy 
I a|fr”a"'t+ij ten er rather than a talker 
Sor&tje&sjl lack confidence In what I'm doing 
I afen^tl e shy 


the 



As eonsusers United by a low discreteonary Income, but their 

level of possessions 1 !* noren). 

HjsIc preferoices tend to the conservative, although broadly irlrror 
IS - 2 «'s at large. TY consuapth oi, too. Is average, as 1 $ print, with 
perhaps soee above normal use of worse's wgaiines, in line with’ the 
oarglml female skew. 



462381 
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slf Inter 


nf esierrlvenest 


81 g 8rctfcer 
Moral Value* 

Traditional Famnits 
Uct of Self Confidence 


| Sooting 


1 


|—| Quiet Conformed 
Total Saool e 
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7. T.S.I.F, Group' 

TMj Is group, aloost one-third of youth. hfcles predom¬ 

inate, with ftherwise cross-sectional dssography. 


AcMevesent 1 
others. S«j 
tMird etri| 
»nfl typical * 
about the l| 




ijgdershlp 1$ not a goal for this group casparel -1th 
^Issues are relative non-issues. There Is a tendency 
from a position of reasonable discretionary incase 
Hlal vehicles. This Is really all that can be said 
group attltudlnally, apart from the fact that they 
^errt supporters of smoking. 

tJ^eir attitudes and values ares 


e ;||gggfjggnoi rather read a book than go out 

* ! do '^net like to save for a rainy day 

« iaj #fjojt thlr* my life Is {much of t) success 

• C^s.4£SJte smoking is socially acceptable 

i >4r1Jua|a and hasnlsh are not (that) dangerous. 

They do nfetesMaft Mctn and some asaga 2 lnes. Including Playboy and 
Penthouse. ’He|Yy A aetal and hard rock are cannon music choices. At/DC 
may charact^r^lhelr prrference. TY viewing Is average, as ire the 
shows chosen. 



Ownership of different durables Is pretty much similar ta IS - 24 s as a 
•hole, although automobile ownership may be higher than In sene groups. 

Understanding this group, bcause of Its sue. Is quite important.to the 
Identification of broadscale narteting activities and dIssenlnation of 
policies. 


* Originally named underachievers in the Tables. 
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Need Co Work 


Eouallty of Seies 


firesarl oils ness 
National Pride 
AcM evement/Le 


Fashion Consciousness^ 


Parental Ties ; I 


pavajMee 





W serial melon 
Too rtjch Sex * nd 
Brand loyalty 

i..,, 

Active In Sports \ 
I ns ecur e/I ndedlP^P^ 
Self Interest jiiisPil 


laetc of Asser 
818 Brother 
Moral Values 


Traditional Families 
^UCt of Self Confidence 
Sooting 


□ T.S.I.f. Group 
BB Total Sample 


T.S.I.F. 6RQUP * 



STRONGLY 

DISAGREE 


NEITHER AGREE 
NOR DISAGREE 


STROHfi. T 
AGREE 


* Originally named Underachievers in the Tables. 
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Tcung people wtfPfair Into this group ere Insecure and Indecisive W l 
large extent. ;§Phey “'"fetel that *01g Brother 1* watering oyer then* and 

ff $ 

I threatening. Xs a consequence they ire closely 
Hies and most comfortable with the known and 
trospertlve, and all Issues surrounding discrim. 
nd traditional family roles (father is the head) 
Nevertheless they are fashlcn-consd ous. That 
el ps explain these values, is does, the fact that 



that life in 
allied with th 
familiar. They 
Inatlon, moral 
are Important t|u 
ny come from |u 
Insecu|l^ral 1s|S 







to be younger. 

attitudes and values are: 

St Important role In life should be taking 
family 

iiuch emphasis on sex these days 
be the head of the family 
es are froe my parmts' time 
nt to maintain a Canadian culture 
Id relax around other people 
to prove myself to others 


!Discretionary Inane tends to be quite low for this group. They do, 
however, participate 1o sports at an average to above average level, but 
do not become Involved- In forums which require Individual pr.oulnenee, 
j *uch as public debate. Watching pro sports Is cormon, as is church or 
lagogue and club participation. More than In any other group the 
mothers of the Insecure Moralists tend to be hwnemakers rather than 
working outside of the hose. 
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(SCSI piissn< 

icsua^F^el^ r 
serlalnatl on 
'oc Much Sex and 
rind Loyalty 
tive In Sports 
[Insecure/! ndeci slj 
elf Interest 
.aek of Assertive 
B1 5 Brother 

} 

Moral Values 
Traditional Families 
Last of Self Confidence 
Poking 





] 

1 


O Insecure Moralists 
KE Total Sample 



INSECUft£ MORALISTS 



STRONGLY NEITHER AGREE STRONGLY 

DISAGREE NOR DISAGREE A«EE 
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In almost evl 
This Is the p 
be able to 
the necessary 


^ssesilon — fiscal or doable — this jroup fs Jo*, 
t nkely group to have < driver'* license. 8ut they My 
c^ut of this node. Reassurance of their roles esy be 



T.V. v 1 ewlng|i^g$plt< high In this group, and soaps ere disproportion* 
etely r*pres|^g|g!g^r them. Orama and comedies ere also Important. 

Unlike the group, Insecure Moralists can acceet country music 

<||$g||S|f-the-road <n their listening habits, end even heavy 
"etlfeil NevesBMl es s, the sentimental ballads of Ha donna may represent 


canimeri of books or sagszlnes, but both hive a 


Apart frcrn t^eHhteflec ske*, youth Is the main characteristic of this 


These are 
place In their JJ 



,61993 
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9. Small Tom Traditionalists 

The final groJp,^^^ a small one, often comes fras rural and snail town 
areas and 1 s p»ued ! wlth the conservative values emanating therefrom. 
One-half of pie ^jroup is fras Atlantic Canada and the Prairie 
Provinces. S Wfea&tjt older, and attending university If they are 

students, thes f e people often live away fraa home but maintain strong 
family ties, JiipPnown Tradftlonallsts are ham working, unselfish and 
against snokipglllll^njjl freedem, dlserlolnatlon and evert sex and 
violence. Theys ^aJ^ are restricted by a low dlscretlonary Income. 
Possessions arjefelaVively average, though, apart from access to hmi 
comflp^ and |SlliP§rfi1ch Is low. 


attitudes and values are: 


B1r8K3f1Sr6-ol Is (less of) a woman's right 

Sett|figpPidlYoree Is too easy 

Pra^ttrtw^religion is relevant today 

My gwurrtjon has higher moral values than previous ones 

Abci|£jyg{kspi not a woman's right 

Bein g a' vir gin In CK 

Sp1frapP%4lues are more Important than material things 


tight viewers of TV, but often news when it Is watched, this group 
prefers easy listening and rhythm and blues bjsIc disproportionately 
(but not country to a_ marked eitent). Socks and newspapers ere quite 
popular, as are news magazines. Pock concerts are Iwest In this group, 
comparable to Transitional Adults, But they frequently go to church or 
synagogue: nine In ten at least occasionally, compared with six In ten 
among youth as a whole. They tend to come from relatively upscale 
backgrounds with their fathers sore likely to be working is executives 
or professl enal s than In most other segments. 
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SMALL TOWN TRAD ITIOHA. LISTS 



Need to Work ? 
Equal 1 ty of 5ex| 
i Gregariousness f 
National Pride I 
Achl evement/lea^ 
Fashion Ccnsci o@ 
‘^Parental Ties | 


ir&vagp 


Sexuamied* 



Wscriasinati cr “ 
Too Much Sex an! 
Brand Loyalty s 


Active in 



I ru ecu r e/1 ndeci-s£ ^.. ; J ' 

Self Interest . 

Lack of Asserti '-venlsi * 
81s Brother 
Horal Values 
Traditional Families 
Lack of Self Confidence 
^Smoking 


□ Shall Town 

Traditionalists 

■■ Total Saaple 


STRONGLY 

DISAGREE 



NEITHER AGREE 

NOR DISAGREE. 


1299* 


STRONGLT 

•AGREE 
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ORIGINAL 





1. Incidence of Sooting Fictory-aade Cigarettes 
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By region, ^tefcla^ lc Canada and Ontario show less Booking than other 
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youthful snptersH There Is sane Indication that larger cities contain 
pro port lorwplpiijre IS - 24 y«r old smokers. 
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In line with ^>e age progression of sacking, norv-students, those living 
outside of .t^jpg^rerTtsl home end those with their own family 
relations ipsP%re Bore likely to be smokers. Income. which parallels 
this, also iffls^ 4 „''%>e proportion smoking. 
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contain subs 
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yle art values systems rpreel* the TJIF group to 
y higher proportions erf smokers than the others, 
who are older, also have high socking involveaerrt. 
conscious, every toother s dream, Toaorrow s Leaders 
Wt f 1 ng. 
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Ifieidoice of Smoking Faetory-atade Cigarette* — (continued) 
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2. Oafly Cf^a-eetj.-* Consioptlon 


^ Based on reoc^tel ^atnbers per day, the average among 15 - 24 year olds 
Is 16 efjaretftSf"" fhose 22 • 24 report more — 19 among males and 17 
iflicrg f enal esf^^^^Honally, there Is very little difference. Nor Is 
j there by 
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Not only »rfHw*y-/m-heats aore likely to snake. they ire 1 H 0 none 
likely to sort. This Is also reflective of ege. And 

diseretionarf' incaae* which 1* rtlited, encourages havier looking. 


Lifestyle s #*l»IP |ion shows the taueaky clan Tanorrow s Leaders to be 
low c o re id erssathfcgjth ey do smoke but the TG1F group, Trirsitioral Adults 
end 1 ra acuri ills to be heavier coraimers. The Utter group 

typlcelly nimsf* crutch ind pemps sooting offers tone positive 
reinforceraentep^e uretrta intie of life. 
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tally Clgerett* Consumption -- (continued) 
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3. Typ^ef Cigarette Usually Saokel 

Kon-nerthl^rri^ filtered cigarettes ere smoked by IS - 24 yeir eld* 
almost torch! Illusion of the alternatives. Regular length deolnates, 
partlcul *||gjg|§f' wit*. fowles, while supporting king size, have fe« 
who reguliHy b^ t longer cigarette. 

Perhaps tPS^^igly, the strength of elgarette varies little by set, at 
last for be&fed ^lr .groups erf regular ini light. Extra lights have found 
some wldeh af c sfoanc e among fenales, but, at this point, remain minor 
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4. Br»nd Faally Saokel 

llnorti of u*»(|P^nd xsoiei show We Export faally to hive l sale 
iter, perhaps |ounger (or starter) at well. Snokers In British Celusbla 
favour Export| ~bft- %ict In the rasalnlng trees of English Canada. 


Therefore, f 
In absolute 

Player 5 *ost 
younger perso 
rath«E*,fchan Q 




1 llely'tb be 
the age so 
Canadians dortlns 
and Ptilrle 
Colunbla Is 


e saoters contribute proportionately nort. If 
to the franchise. 


net 




rembl es Export In prof 11 e. again with a oal e and 
However, Player s strength is In English Canada 


Majjrler ftaily In the 15-24 age group are twice as 
than aales and ara possibly at the higher end of 
certainly this It true with fenales. English 
as with the other Isperlal Tobacco brands. Ontario 
show particular support for duffcurler, but British 
he Oogwood Province is Export eouirtry, duffcurier 


does well In larger t)roan areas. 
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i 

i 


Brand finny Sacked 







Atlantic* 
Quecec 
Onarlo 
Prairie 
British Celuab 

Engl Ish 
french 

Conrnunlty Site 
500k* 

100 - 499k 
10 - 99k 
Under 10k 





“ Cautlon: swtl base jlies, 

HOTE; Percentages read across. 


Perecnt of Swok ers 


Export duMa url «r Pliyer‘s 

* * * 

26 

GD 

3 S 
32 
30 

20 
21 
24 

E5 

23 
34 


23 

CE> 


24 

24 

25 

r 31 "i 
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17 
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17 
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cn 

N> 

18 
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* H* 
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15 
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T 
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While Export itrpng with non-studenti (and younj people living *t 
hone), Pliye rL>&# SI»i to have captured the Imaginations of those it 
school ini J^ngl es^. Export appeals to those of low discretionary 
(neoae; duHauffWdol 5 not. 


Insecure Hon 
component, su 



s^pnd Transitional Adults, both of when have i fenale 
jghfcurler. Player i 1* favour#! by the TGIF group. 
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V 



grind Peally Snokad — (continued) 



UnJ er SZO/we 
CO - 50 
Over ISO 



Segment 
Tomorrow i L« 

Insecure Horat 1m 
Trentitloml Adult* 

Big City Independent** 
Oulet Cortf omen* 

TS2F 

Snell T»<n Trtdltloml lit** 


* Caution: mil tusc tires. 
NOTE: Pert entego reed ecrou. 


Percent of Smoker* 


Escort 

duKeurfer Pleyerj 

X 

X 

X 

26 

24 

30 

20 

21 

<s> 


26 

25 


23 

31 

21 

25 

28 

2S 

24 

C2D 

24 

22 

22 

<x> 

Q3 

35 

25 

29 

25 

24 

25 

31 

20 

«. »"> 

:i9» 

21 

CE> 

31 

26 

<& 

\a 

17 

19 

i ro7 


19 

■ £ 

27 

22 


• il 

20 

'Jij 
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Favour! te TV P 




ports 

Hews/curreit affairs 
iovles 
n 

Ftftfee/a&^yiire/ 

cmedl 


eek 1y 




9 hour** wr^ftii 
0-19 hours 
0 * 29 hours 
0 hours or Bor* 

luslc listened to 






asy listening 

unit 

op 

cw Wave 

1 ght root. 
eivy rock 
eivy natal 
ink rock 


ountry rock 
ountry ana Western 

lues 

ytrts and blues 



silca 1 
gae 
Jau 


Percent of Smokers 


Total 

1 


H 

U 

17 

30 

39 

57 


35 

35 

18 

12 


45 

10 

40 

20 


Atl anri■•* QueOec Oitarlo Pra Irlc B.C. 

S * I S l 


Il¬ 

ia 

17 

31 

41 

01 


& 

33 

n 

4T 


45 

7 

42 

24 


CZ£> 

n 


35 

33 

18 

14 


<2D 

6 


10 

16 

12 

26 


1691 

40 

31 

17 

12 

38 


14 

14 

10 

<& 

78 


34 

43 

15 

8 


42 

7 

36 

26 


GD 

IS 

13 

10 

34 

01 


34 

40 

19 

7 


38 

8 

If?) 

rar 




” 




67 

IC£j 

70 

71 

73 

43 

37 

flTi 

45 

49 

SO 

27 

10 

26 

11 

22 

a 

23 

12 

<$> 

ft 

21 

24 


18 

rtm 

29 

25 

26 

5Fi 

21 

Cgp 

26 

17 

20 

20 

16 

20 

$ 

17 

17 

13 

<35> 

. 13 

12 

16 

ft 

12 

15 

10 

19 


13 

9 

10 

11 

8 

9 

9 




(F rom 

Pages 

102-116) 


Caution: small oast sites. 
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f>There is certaln^a in variable it play In thee ires. Hale smoker* 
||are more into .s ft&sass movie end dramas, f males into soaps end 
cased les, althoupT these retain the most popular overall. Hal* ausle 
Choice tend to ifijRarttradical than those erf f males. 




Age too, tells 'i i55 sti 
sports, nevs 
reverse, *s doespUPP 
-issailing anisic Western 
Sf the youngest 


fy. Increasing in popularity with age are TV 
gt affairs and movies. Cooedie and soaps go in 
less of TV viewing in general. Tha more eertrus 
ly rock and netal, for eaaple -- is the province 
! The more tmdltioral forms find favour with the 
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(continued) 


__ Percent of Scoters 

Total Males feral e% 15-17 1S-21 22-j* 

115 1*1 



cn " 

463022 I f 

a> ! 


S3 
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Export smokers TV * pom fin. »Mlj those smoking duMsuHer 

brirris, re doublPbeciuse of the feiile tkw. like sosps but not sports. 
■tPliyer s sraok erfW^Sht TY vlwers, but sho- sense pollution here. 



The fcule auslc^prekrences Is perpetuated In the choices of durtuurler 
smokers. Dcporf^^e ire the highest heavy aetal devotees. They do 
not get excited iPPle- «»ve or reggie. 
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C*ut1on; siull bist tlis. 
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Reeding, too,K«^rvea < I* more differences regionally between Quebec and 
other prov1nc|p:P®n is lenewhat low In U SeT 1 e Province and sen* of 
the magazine tltles.jre 1 ess well known. 


Recognizing 
Guide eons its 
tltl e-spa; If 
which IS - 2; 
Illustrate! a 
lattjs&«JM»e 




S study was ret deigned as a readership survey (TY 
obviously Irrludes sore generic rather than 
for example!, the vast array of oagazlnes to 
year's olds are exposed Is Italicized opposite. Sports 
jsugizlnes have a wide earket In Ontario. Among the 
^ported In British Columbia. Prairie smokers find 


and ‘ Play boy stimulating. 
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Actfvft 1 es and Interests — (continued! 


dad a Book In 




Months 


Average runber ^eed 
SalVy reading 



oer 



s *«iir itr * 

Car i Driver 
Awd l Track 



Penthouse 

Playboy 

Playglrl 




TY Guide 
TY Hehdo 



Percent of 

Smok ers 



Total 

Atlantic 

* Ouefrg 

Ontario 

Prairie 

8.C. 

l 

. 1 

* 

t 

t 

1 

24 

V83*> 

72 

76 

71 

74 

S.5 

S.l 

£3 

5, 7 

4.8 

<o> 

28 

ot N 

27 

25 

30 

30 

20 

22 

16 

23 

17 

20 

7 

10 

2 

12 

S 

8 

8 

- 

2 

12 

9 

10 

16 

v*20.) 

0 

<S> 

!«J 

15 

8 

iT 

6 

6 

12 

8 

9 

7 

5 

11 

13 

7 

S 

IT 

l — i 

□ . 

IS 

□ 

11 

10 

<i! 

m 

' 14 

9 

<3D 

5 

: 5J 

CD 

10 

7 

s 

11 

l 6 - 

B 

11 

<E> 

E 

8 

u~ 

7 

8 

QD 

B 

2 

a 

1 

2 

\ 

3 

24 

X 

0 

30 

30 

24 

6 

a 

22 

w 

* 

- 

44 

48 

46 

43 

43 

46 

16 

18 

<3D 

12 

11 

13 


* Caution: small base sizes. 

Caution: this Is not i readership survey. 
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jennies ire aoi 

Jredlctably csrtsu 
g^e, Seventeen 11 
fd tfte younger ■ 
tagaifnt 



reader? than sales. Sent oagajfnes ire 
ut entirely by ferules, others by sales. By 
Irffnes Its audience ind Car and Orlver appeals 
s well. Penthouse Is perhaps an older nale 
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Export and Spo^s Illustrate* 50 together, similar to TV sports. TMi 

Is probably th*^*a~ where the most serious challenge to Player s could 
be Bourrted. P' 


Sports «9«i|pti^re not the choice of duHaurfer smokers, 
j P p opo r t1orately Mrejaaal e. but Chatelaine, of course. Is. 
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Ivltlti end Inter rats -- (continued) 





id i took In Pest 
erage nucber raid 


D» 11 y reedlnc of ne^seaoer. 


^gitlne r^aas^rty 

nir * «PW| 
s^wteen ' 


gSo|rtS I 1 lua tr»t«d 
m0 4 Driver 
f Solid 1 Track 


%lean ‘i 

# 

me 





pthcuxe 

»yt>oy 

|«irl 


T^Ldo 

Oth eri 
None 


Percent of &Bokert 
_ Usual Brand Fanlti 


Total 

Etoort duPfevrler 

Player 1 ! 

X 

X 

X 

X 

7* 

70 ( 

© 

71 

5.5 

5.1 4 

.9 

© 

28 

31 

25 

28 

20 

H ( 

s> 

13 

7 

7 

9 

4 

8 
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10 

6 

IS 

®> 1 

s 

17 

8 

12 

|T| 

12 

9 

12 

ili 

10 

8 
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10 
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10 

6 

10 

n 

S 

6 

7 

4 

11 

12 

9 

13 

s 

9 
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9 

2 

3 

3 

1 

24 

22 

27 

28 

fi 

9 

7 

3 

U 

46 

<5 

11 

16 

15 

14 

46303 
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fde regional dfo^ft rifles edit In activities engaged In by young 
smoker*. As can generallie, Quebec f* again different and 

Atlantic Canada falth^jh Were are far u base Judjsent on) Is eiost 
%pr 1 ved of facllln^r iiii opportunities. 



ebec smokers 

oufrteroarts. TV 
going to a fltnfas d 
er. 





er participators than their English Canadian 
tlons are being on an organized sports team and 
ss. In other words Individual Involvesent Is 



downritTI sk ? 11 ng (presiynably Alberta or out-cf-province) Is 
e Pr firles .,, So too. Is attending club meetings, but not of 
the poifvfSTl v»rpR?y“®|scquet sports *re quite common. 


British Columbia 
reas as the Pn 
Okers here also;. 




higher participation rate in some of the same 
skiing (dewnhllU and racouets, for Instance, 
owl Ing and skating, 
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tlrltles and Interests *. (continued) 




1 





tlvltles 

HH in art gall 
bowling 

roller or lee s 
eurllug 

Go eroti-country i 
Go downhill till (ng; 
to a rock canceL, 
Jto a club Meeting 

'^VlNlE'.H 

f o to thjfemwiies 
ead a^Q*,,, 

PI a/ tlniftr^iiauas, 
tcgueOall 
„ ay on a sports 
artld pete In a 
licusslon on regl 
atlonal affairs 
io running. Jog gin 
fpeed walking 
Attend a p-ofessl 
ports evmt 
Ite a letter to 
peak to a wo 11 
r politician 
rtl d pate In any 
irgsnlted anti -po 
ctivlty 

swlmlng 

volunteer work far 
hot pital or service 
ganlzatKn 
■te»d an organized 
lltlal meeting 
*t a these or 
isnent park 
Hilt a Museum 
Do grocery shopping 
Pent a car 




<3 

72 
76 
18 
48 
S3 

73 

44 

52 

56 
94 
82 

57 
71 


49 

73 

£9 

26 


IS 

92 


33 

16 

87 
61 

88 
11 


Caution: sron pate tize. 
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Ida 

76 

If? 

77 

87 

!s5 
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32 

76 

Isa 

22 
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55 

29 

jS 

(72, 
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73 
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8.C. 


3 

t 
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48 

46 
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72 

7C 

84 


78 

(?7j 

83 


19 
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45 

47 

fjfl 


S3 

60 

» 


76 

60 

52 


42 

52 

44 



55 

SO 


J40I 

55 

55 


56 

98 

97 


84 

81 

83 


56 

63 

65 


68 

68 

67 


SI 

49 

55 


70 

76 

73 


73 

69 

68 


26 

20 

25 

CO 

* 

11 

93 

14 

90 

ro 

f—* 
CO 



tD 

36 

33 

31 

CO 

H* 

<25> 

'‘{Hh ♦. 

14 

to 

to 
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90 
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87 

15 
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:Kales, as would 
sports of downhll 

Meetings, sports! 
orcerts also n 
1 bo re to f 


Inversely assocl 
running or Joggl 
true of rock 
PPlng. car r* 


%th on e 



SBTien 


be anticipated, often engage In the oore vlgourous 
log and racquet sports, Put also join In club 
raas and viewing professional sports events. Rock 
fitness classes, reading and church or synagogue 


th age.are stating, lnvolveraent in sports taas, 
pursuits and volunteer work. This may also be 
and church. Growing with age are grocery 






maybe political aeetlng attendance and visiting 
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and Interests »- (ccntlnutd) 




r; 

TWTTnTrt 9 *n«^yL^ 
sjg^owtlng p® 

iRrroller lee ska till 
:;S 9 )*url fng p* 

Go iross-eountry ikltaj 
Oownnlll sk 1 1 ng 5 *® 
.40 to 1 rock concert^™ 
.■Jgsste*! club aeetlngpss 
^fttesiS a ehurcfi/synascg 

S o i tiwm^ciasm 

\'ZJm > 

Ploy t*nn$sp*i*ash ^ 
.ra^quetfian r 

pJisy on a t port* t*a%« 
cl pa te In a 

^dScusslon on regional 
fgajlonal affair 1 ^ 

^S^unnlng, Jogging ^ 
^ip^ed walking L. 

a proftssl onal- 
xpcrt* ev»t l 

pm* a letter to or P 
; ,. : ^.jj*ax to a pub He ofo 
V, politician P 

sS^jfl d pate In any ; 
iL|£jan1ied and-pollupl 

(Sff-ilyl swing 
Oo.xolunteer work for 
^T'notsPital or *«rv 1 c» 
vg ; ';.» n 1 iat 1 on 
psP^nd an orgaolirt 
.^SS^I tlcal meeting 
fvjsj-l a tnone or 
plaStifeent park 
visit a BUS tun 
Do grocery mopping 
Rent a ear 


Caution; straU base ill*. 


Percent of Smoker* 

Kales Perales 15-17 18-21 22-24 

(lilt 

40 as 41 44 43 

69 7; 70 72 71 

77 75 *fi0_78 72 


dj> 38 

*9 .Sfl 

60 50 

95 52 


24 28 


17 13 

92 92 


(fren Pages 132 - 157 ) 
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Siaokers of Export brands are distinguished by their lower rather then 




higher 1«tls o( 
of * s erv 1c e o 
joiners. 


IduMWHtr 

|gall tries, for e^SS^ff 
'church end 

professional sports nei 


ssent. Curling, club aeetlngs, public contact* 
Icel nature ere ell below par. They ere not 


sore to Intellectual pursuits, Buseuas, art 
end books. They also tend to be fitness elm, 
(a fonale tendency) but also attendees at 


^Curl Ingsp^gi fras Player s snokers, as do club meetings and 

^fpol They, then, art aore llliely to be joiners than ere 

Export Sgfisa& er-S. parts, grocery shopping and jogging are less 

popular with thl| group- howewtr. 
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tlvtties end Interests -- (continued) 




jgeWjtjjg 

It an irt 5*11 er, 
bowl tng 

roller or ice $k 
6d curling 
fio eross-country sk 
downhill skiing 
^ a rock eoneer 
So ta i club ojffltin 

I «piP6|/syn 

$ tm ,ta ' 

Retd t l&tSiwsi 
Hay tennis, jdutjh 
cguettall 
Jy on t t ports te 
£tict ptte in * 
iscussicn on reyf 
—tienal affairs 
Go\running, Jogging 
ed walking 
end • fro f esji on 
irts iveit 
it* a letter to o 
lie to t cub He 
plttleitn 
ftl cl pate in any 
ge^ied antl-pclluti 
jtivlty 
fswiming 

volunteer work for 
shot pi tel or service 

‘ganiiati on 
,*nd *n organ!red 
'■'itical meeting 
a these or 
antusenent p*rk 
Visit a museum 
Do grocery shopping 
Rent « car 








43 

72 
76 
18 
49 
S3 

73 

44 

52 

56 
94 
82 

57 
71 


49 

73 

69 

26 


IS 

92 


33 

16 

87 
61 

88 
11 


Percent of Smokers 


Usual 8rand Family _ 

Export duffiurier Player's 

i i t 

40 
71 

i 

54 

# 

49 
93 
77 


S3 

62 

57 

70 

73 

71 

42 

dD 

43 

74 

77 

m 

67 

<a> 

66 

© 

28 

28 

12 

12 

14 

92 

93 

94 

m 
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? oth$r then pure savings accounts ini tern deposits 
Ques^c then elsewhere, generally speaking. This Is 

WW*- 1 ' S 

licenses, eutanoblles art entertelraent art 
■ Savings Bonds do not heve support there, at 


re found proportionately more among Ontario 
ve i n(gn penetration. West of Ontario the 
ing account Is more popular. This also applies 
rd vehicle ownership. 
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Ap»rt fraa tena^ deposits (high) end other Investment devices (low), 
Export soakers A ta^jvy ige ownership. This ippHes tlso to PUyer i 
lackers, who tr^^suh.psr on tens deposits. It is the duMoorler 
smoker who 1* surroun^ by possessions ind the aeons to ebuln thm: 
||lgh cr«m cirdfin|-t»1vlngj/ehe<3ulng »«ourt ownership, high on CSB * 
<rfver** HeencesPW^st eoaputer*. 
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October 14, 1987 






L, D, Chance 
C. A. Williams 

Content Outline/CAMEL 75th Birthday Video 


The following is ?a brief content outline for the video the CAMEL Brand would 
to make avafT^fcitff to the Sales Department for the Regional/Divisional 
B^akout Meeting^ssyWJ&nuary 1988. 


75th Birthday, and we have planned an exciting 
ght the event. 

new creative that will: 

o|e r elevant to our target smokers 18-34 male 
drive smokers (primarily Marlboro) 

se (current CAMEL smokers) loyalty 

makers a reason to rethink CAMEL 

e celebration will be very strong, unique and targeted: 

^Jj> 

advertising executions that have never been done our 
before in o pB sppijtustrv. and we are targeting .them directly at the 
groups that!jpraDvide us with our future growth: young adult male 
smokers 

believe that the celebration, combined with the continued support of the 
ales Force, will signal the start of a great year for CAMEL. 

sumer Resoonse 




Brand believed that this new creative approach would be a very positive 
step for CAMEL, and our discussions with consumers confirmed it. Specifi¬ 
cally, we are using the "French CAMEL" creative that has been used success¬ 
fully in International, Special Events and by the Brand as the central theme 
of our program. 

• Before detailing consumer response to our new creative, let us show you the 
logo we will be using to tie all our elements together (show logo). 
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L. D. Chance 
Page -2 -r - 
October 147 198? 



Consumer Response (Cont'd) 

• A summary of the overall consumer response to the French CAMEL and logo! 

- Has tremendous appeal among target and franchise smokers 

- Reinforces the rich Brand personality Chat CAMEL stands for 

- It is a recognizable/ownable trademark that reinforces Brand 
quality tejd substance 



- Makes CAllff a Relevant choice for our target smokers 

- Light~he|r^^J^ature does not wake fun of CAMEL 
Now you can uiyie rsrand why we are so excited about CAMEL's 75th Birthday: 

- It isrot^i^^rtunity to offer a relevant and attractive choice 
to cotjjg frit ive j smokers by giving them a positive reason to 

che elements, with timing, of our plan to celebrace our 




s and detail how and when they will be used) : 

sional singing birthday card 
sional pop-up featuring logo 
■ads Jpages/spreads/gatefold) 
ng inserts 
er 

ered 

- Petal 

- Direct 

- Pack Action Outlet Program 

- Special Events 


!his celebration will be a very positive step for CAMEL, and we expect to 
ee a positive effect on volume because it gives target smokers a compelling 
reason to rethink and to purchase CAMEL* 

• The celebration will reinforce franchise loyalty because it supports che 
rich 9rnnd personality CAMEL stands for. 

• We are very excited about CAMEL's birthday celebration and look forward to a 
great year! 
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L. D. Chance 
Page 3 

October •“t4'T 19B7'' 


Larry, I realize this is a very general outline, but I hope it gives you a 
place to start. Please contact me with quest ions/concerns once you have had a 
chance to review this, and let me know your next steps. Thank you. 
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MEL" ADVERTISING CAMPAIGN 


hn Vlntbrtnner, attached you vlll find a 
che "HEROIC CAMEL" advertising for your 
h the Board of Directors. Its intent is to 
information needed to demonstrate its 
ther RJR campaigns tested. The target date 
t remains July, 1988. 
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f. * 

4 "HEROIC CAMEL" ADVERTISING PERFORMANCE 



Advertising test results indicate extremely positive performance of the "Heroic 
CAMEL" campaign versus the "Bob Beck/CAMEL World" advertising as veil as all 
^other RJR campaigns tested previously. 

titude Improvement 

The improvement in attitudes tovard CAMEL achieved by "Heroic CAMEL" is the 
irgest for any campaign tested previously and demonstrates the campaign's 
ility to be highly motivating to younger adult mala target smokers. 

Achieves a„" 
is twice as 
Improves opi 
Actgplly shl 
suggesting r 

S’ 

pact^fotentla 



that 


•:r >i 

tiye attitude shift among target competitive smokers 
s any other previous RJR campaign tested, 
ons of CAMEL among 42X of male competitive target smokers. 

3AX of CAMEL franchise smokers' attitudes more positively 
JXo#ce»ent of CAMEL brand loyalty. 


"Heroig CAMEL" 
^“^-^igaregte advei 
ia$e target stni 





trates strong potential to break through the clutter of 
and capture the interest and attention of younger adult 


ree times higher than "Bob Beck" as well as all other 
its attention-getting, clever, unique and fun 
• 

maginative, appealing and relevant advertising image 
vnable by CAMEL. 

tion 




icates an advertising message which maintains the 
"Bob Beck/CAMEL World" communication but also adds 
rengthen CAMEL'S appeal among younger adult target 


Heroic CAMEL"* comm' 
ositive aspec 
intensions vhi 
mokers. 

Equals BoblpHXi|n communication of a a&seuline, Independent user image- 
Exceeds Bob-Beak as a more fun, social and likaable personality. 
Provides ■fra''"younger adult" Imagery than Bob Back. 

eadllne Performance 


mooth Character" heightens communication of the "Heroic CAMEL" visuals and 
proves overall CAMEL perceptions among target smokers. 

Creates positive product association with "smoothness" vhich has been an 
historically weak perception for CAMEL. 

Provides strong fit with the user personality portrayed in the visuals. 
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Mr. J. T. Vinebrenner 

Hr. S. L. Snyder 

'SUMMARY OF CAMEL VOLUME ANALYSIS 


, CAMEL Ex. Regular's marketing efforts were focused on making it a first 
d among younger adult smokers. These efforts, as executed in-market via 


y/"Heroic CA 
ted signific 
year. Unfo 
pt accompani 
e remained r 
ring the sec 


advertising and promotion programs, were successful as 
growth among younger adult smokers during the second 
funately, the increased number of younger adults smoking tt^ 
in increase in share of market. Instead, the brand's* 
>ly flat all year with the exception of a temporary Tj 
quarter. s 


£ 

s 



Dec-88 


I ? 

5 - 


11 

t -3 


2 

V 

15 


tp 

u 

V 

a 

V 
c 


cn 

NJ 

►-* 

CO 

CD 

w 

M 

a 

CD 


As ft this performance, the following summarizes an analysis undertaken to 

ansver two volume issues: 

I* Vhy didn't CAMEL Ex. Regular's volume/SOM increase during the second half when 
significant "?S grovth occurred among younger adult target smokers. 

II. Vhy did the brand's share increase temporarily during the second quarter? 


01 

o 

01 

CO 

u > 


CD 

* 

Ol 


CX-1028 


RM045607 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 









I 


Hr. J. T. Winebrenner 

Page Tvo 

3 / 14/89 



f Analysis 

ssue I : While there vas a significant Increase in the number of younger 


adu 
dec 
tha 
thi; 

the (fever) 
hypofnesTzed that the 
is being ad 

ve*Ks). # 


aiming CAMEL Ex, Regular as their usual brand, there vas also a slight 
n 50+ year old franchise smokers vho smoke (on average) 4QX more sticks/day 
younger 18-24 year old counterparts. As a result, the volume generated by 
er number of i-8^24 .year old smokers converting to the brand vas mostly 

old franchise smokers leaving the brand. It is 
tier franchise smokers are migrating to savings brands (chisg 
through special diary analyses over the next tvo 
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CAHEl 


quarter as s 

75th birthday. For the 
and v«NC£ targeted to y < 

nt increase ?Thi tf 
the peggeri’t of 
led tt fal i gn i 1 tv 




t in_ 

e younger adui 
This fact 
he new adverti 
the attitudes 
^These 



egular's share of market increased temporarily during “ 
t of heavy promotion activity in support of the brand's 
part, the promotion programs vere pack/ trial-oriented £ 
3dult competitive smokers. As a result, they generated 
number of younger adult competitive buyers as veil as§ ^ 
lume requirements satisfied by CAMEL Ex, Regular. ThiJ - 
CM increase at retail during second quarter. = ^ 


j promotion oeriod vas over, the majority of the % _ 

|>V.ers continued to buy CAMEL Ex. P.egular but in smaller"^ | 
yiles further confirmation of other research sources that£ "® 
’'promotion strategies have had a s ign i £ ican 1 1 pos i t i ve *g 


|iase behavior of target younger adult competitive 
improvg^L&^t i tude s.' pur chase interest should act to provide a 
of younger Jd'jlt smoker grovth for CAMEL Ex. Regular throughout 
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1990 BUSINESS PLAN SUPPLEMENT 


Fi N AHQIAL-SMMABY 

($ In Mill ions) 

Actual Actual 

...iaa&_ 1999*. 


Plan 

M 


Revised 

Forecast 

3/15/9Q 





Volume (Billions) 
Full-Priced Brands 
Savings Brands 
Total 

Net Sales 

uslness Unit Contribution 
Operating Margin 


ree Cash Flow 
apltal Expendi 


1969 restat 
step-up dep 
forward. 





lume 


rl 1 on! 



t Sales 
slness Unit C 
eratlng Margl 

ee Cash Flow 




154.0 

A1A 

177.2 

$5,240.1 

1,649.5 

31.5% 

1,209.2 

392.3 


124.6 
24.8 

149.4 

$4,930.2 

1 , 688.0 

34.2% 

1,232.3 

164.6 


123.4 

AL1 

155.1 

$5,688.5 

2.300.5 
40.4% 

1.748.6 

148.2 


124.9 

JQA 

155.1 



| & £ 

Jinclude Purchase Accounting adjustments Including g - 

lion and post-retirement expense from February 1989 § 


YEAR-TO-YEAR COMPARISONS 
Actual 

lSBa, 
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>lume (Billions) 
t Sales 

iness Unit Contribution 
Operating Margin 

Free Cash Flow 
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$4,930.2 
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1990 BUSINESS PLAN SUPPLEMENT 



Full-Priced Brands 
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Total CAMS 
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MAGNA 
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WINSTON 
SALEM 
VANTAGE 


shs. Brand s 
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Total 


: 1garettes) 

Actual 

Actual 

PI an 
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.ms. 

1990 

154.0 

124.6 

123.4 
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Plan 
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(Billions of Cigarettes) 
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Industry 


Industry shlprj 
from the 557.g 
U>out 23 bll 11 
refle cMab low^ 

IndusfrjP^onsy 
1os#(P^P^us | 
driven primary 


im _ 

177.2 

219.3 
61.1 
45.6 



wl 

149.4 

219.5 

59.5 
41.4 

36.6 

J1A 

523.6 


Change 

•15.7% 
+ • 1 

- 2.7 

- 9.3 
• 5.6 

- 6 . 1 % 


176.4 


556.9 


12SL 

Change 

166.8 

•5.4% 

215.5 

-1.9 

57.3 

-5.3 

42.3 

-5.6 

35.7 

-7.6 

15,2 

90 

533.8 

-4.1%* 

z 


^for the year were 523.6 billion units, down 34 bllll^i g 
yion shipped In 1988. Lower consumption accounted foe \ 
fits or two-thirds of the drop. The other 11 billion® a 
&e Inventory levels. h | 


e I \ 
■5 a I 


■ Ion In 1989 declined about 4%. This accelerated rate $|f-S 
^fnnual decline over the previous several years) was p £ 
M ^ 9 her prices. z ■= 


lei sen Food/Gas)] 





American 

Lorillard 

Liggett 


nolds 
rri $ 


32.9% 

38.1 

10.6 

7.6 
7.1 

3.6 


32.5% 

39.2 

10.3 
7.3 
6.9 
3.6 


Chan ge 


:he most part, 1989 performance for competitive companies reflected a 
y&iatlon of long term trends. 


R0008303 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWiafflltv.industrydocuments.ucsf.edu/docs/yhjl0001 



EEIAR SHARE OF MARKET (C ont.) 
(Nielsen Food/Gas) 


r \ 




V:: 


Philip Morris was the only competitor showing an Increase for the year. 
The company's growth continued to be driven by Marlboro (+.5 share point 
to 23.0%) and contributions from their savings entries. Cambridge's 
share reached 2.8%, up .7 share point, and Alpine posted a .6% share in 
1989. All other PM full-price brands were flat or declined. 

Despite contributions from their savings brands, Brown & Williamson and 
^American continued on a downward trend. 

orlllard's Newport continued on a growth trend, up .2 share point to 
2.9%, but losses on other brands caused the company to decline overall. 

1th the Introduction of Pyramid and Its .6 share point contribution for 
he year 1989, Liggett's share stabilized at 3.6%. 
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November 30, 1989 


To: Mr. J. W. Johnston 

From: Ellen Monahan 

Re: RJRT Plan Review Meeting 



e summarizes the follow-up comments or informational requests 
*3e\during the November 2 8 Plan Review Meeting with RJRN 
tive Management: 

Provide a reconciliation of how the 1988-1989 improvement in 
perating Margin was achieved. (GRG will handle). 

onduct a competitive analysis to determine 1989 operating 





L 


argins for 
verage. (P 
e available 
e availabl 

or JWJ and 
bjective sh. 
mprovements| 
sub-ob jectivj 

ovide 
egme 



various companies as well as the Industry 
“ng will conduct this analysis. Results will | 
April, assuming competitive annual reports ^ 
arch.) g % 


9\ « 


9 

z 





mong’Y 
andle) 

following a< 
operational 
rith you) 

Advanced 



CAMEL adV 



eports, a quality improvement performance 
be added to the 1990 PR-1. Measurable 
Id be defined for every function, with 3-4 ^ a 
vering specifics. (RRG will coordinate) 

on of the Industry's full-price and saving^ | 
anning has handled) £ 

ly evaluation of RJR's share performance 
of the Operation Letters. (Planning will 


items were identified for LVG's future 
w Meetings: (I will coordinate scheduling 

Plocrv Brands program review 



what doeS| 
smokers?/ 


ing research review (specific interest: 


"Old Joe" campaign communicate to target 



Merchandising and Sales review — include a situation 
analysis covering: 

- Where we were 2-3 years ago competitively 

- where we are today 

- What is the outlook 

LVG also wants to gain a greater understanding of why RJR 
is regarded as the preferred supplier by the trade and 
what efforts PM is taking to preempt our superior 
position. 
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t Pejjya 2 

November 30, 1989 


7. How are Field Sales incentives structured and do they allow 
^ sufficient reward for outstanding performance among our field 
reps. { YWF and RRG will follow-up with Gene Croisant) 

hat can we do to advance a "Smokers Crusade" by finding an 
f dvocate who would champion our cause much like Betty Frieden 
'did for Women's Rights. (RAK to explore) 


Ellen N. Monahan 



cc: 



Mr. 

Y. 

W. 

Jr. 

Mr. 

R. 

R. 

, Jr. 

Mr. 

G. 

R. 

Gunzehhauser 

Mr. 

P. 

J. 


Mr. 

D. 

K. 


Mr. 

R. 

A. 

Kampef 

Mr. 

A. 

J. 

er 
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CONFIDENTIAL - FTC DOCKET No. 9285 
Produced to Federal Trade Com miss ion pursuant to subpoena 
929S £t9TS dated June 6,1997. 

8ST£ 68TZS 



SOOOH 






FINANCIAL/HEADCOUNT SUMMARY 
INFORMATION RESOURCES 



y Company Support 
rnal Company Support 

Qroaa Expanse 
millions) 


1989 

PLM 

$ 68.0 
. 9 1.5 



Chargebacks? 
lufactur ing/ 

.' nology/Lea 
jpketing 
„ es/Distribu 
nance/Admini 
" ital Projecj 
Total RJRT 


al Compan 
1 Chargeba; 


:al spandiiv,^ 
l! lions) ^ 



ieering 
Process 



ON PAGE 93<A> 


1989 

_L£_ 

$66.5 

9, Z 


1990 % Change 

ELAM Incr . ( Deer.,) 


$57.1 

..lla.2 


(14.1) % 

.J2J x.l.. 


$76.5 

$75.7 

$68.8 

( 9.1) 

(12.6) 

( 6.2) 

( 3.9) 
(10.1) 
(15,8) 

1 .Q.,7.) 
(49.3) 

(13.2) 

( 5.9) 

( 3.5) 
(10.8) 
(16.7) 

( Qt 9). 

(51.0) 

(12.5) 

( 4.7) 

( 2.6) 

( 9-2) 
(14.7) 

IJL 

(44.3) 

( 5.3) 
(20.3) 

(25.7) § 

(14.8) * 
(12.0) | 
I??x3)fc 

(13.1) S 

( 8.5) 

f 9.2) 

Ml.7) 

O 

27.2 a 

152JSI 

1&SU1L 

■(■S-Si-Q-l 

( g 

fiifixZ 



(17.4)j 

$ 8.9 

$ 4.7 

$ 4.6 

( 2.1)§ 
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380 

_1£ 
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( 6.3) 

535 

428 
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FINANCIAL/HEADCOUNT SUMMARY 
INFORMATION RESOURCES 


COMMENTS 




r- 


^1990 Headcount has been reduced by 123 (23.0%) from 1989 Plan; 

97 reduction in contract programmers; 26 reduction in RJR 
employees. 

Transferred two Engineering departments into Information 
^Resources i^ 1989; reduced two contractors, two RJRT employe 
land reduced^ maintenance supplies. Savings to RJRT $700,000. 

)7.7 mi 11 ion! reduction in 1990 gross expenses due principally to 
ilimination! of 5 'Contract programmers and RJRT employees in 
|savings in pS^^fvoice communications; and elimination of * 
^equipment. ^ ^ 



Chargeback 
pricing inc| 
n-prime tl 

I ' avii PN of 

Elimf&iled 
$3ot pm). 
production 



.Tariff 12; 
f$700,000 sa 
\computer vt 
^$295,000. 

Focal pointf 
company apj 


|dology was enhanced in 1990. Implemented 
fe which allows users to move batch process 
ind eliminates the need for a CPU upgrade ( 
^ 000 ) . 

leased CPU by subleasing. (1990 savings of 
^workload was distributed over remaining 


2 
H 

I | 

aw discount arrangement with AT&T will resuEt|in 
in 1990. Additional discounts with major© o 
idord, such as IBM, will result in savings of 




1 

:or, redeployment of Personal Computers will save^the 
lately $700,000 in capital expenditures. 
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flHANCJAL HEADCOUNT SUMMARY 

MHliri In Minima 

mixmum 









tit 

—— 

& 

SUPPORT TO MARKETING 

417 

80,7 

417 


1990 


WO and Marketing hive Jointly established 
programs and priorities to achieve the 
Company's strategic plan objective In 1990 
end plan ou^years. 

♦ Cxlstln^t^^l Business Units 

* Impro|r|Bn|s to current products 

SQlSeShol Reduction, CHELSEA, VANTAGE Excel, 


Box^Mrslon 

- New p Is and line extensions 

|5» OLD, VF, SB, LN, 

Box, CAMEL UL 85 and 100 




Business Unit 


TECHNOLOGY 


'KENT 


136 


27.3 



Identified nfPlillopportunities and cost 
control oppog±||^!.ies are being addressed 
by development or technology for application 
In plan out-years. 

■ Freon replacement 

- Yield Improvement 

Process development 

Extraction technology 
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FIHAKC1AL HEADC OUNT SUMMARY 
f&on>M In Hill lent.) 

RAD TECHNOLOGY 



PRODUCT UNDERSTAND!HQ 

A knowledge base of chemical, physical, and 
behavioral Information Is being developed 
for use In technology development and to 
support RJRT^ addressing external Issues. 


* Nicotine 

- Plant gen 

- Smoking A 


b£ 
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1989 


16.1 
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(TI, Nabl 
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to tobacco company, 
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REY NOLDS TOBACCO COMPANY 
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U J, Reynolds Tobacco Company's 1990 Business Plan is the 
Product of a thorough, candid evaluation of the Company's current 
situation and its prospects for the future. Throughout the 
ll^hning process, management's overriding objective has been to 
iptablieh a strategic direction for the Company that will 
Maximize shareholder value over the full 1990-1993 planning 
afo ri zon. The 1990 Plan encompasses numerous initiatives that 
jm influence RJRT's marketplace and financial performance over 
next four ypare. Therefore, there are frequent references in 
|Se ; Plan to the- gang er term implications of programs now underway 
Wmo begin in M&v* 


current yei 
Tobfcco. Undei 
the Compa: 
the antic 
stricture was e 
end responsiv< 
&$unterproduct i 
$fic£:ntinued, 
aMminate&ig 



s been a period of transition for Reynold^ 
leadership of a new executive management 
staffing was downsized to a level appropriate 
d level of business. The organizational 
.fled and streamlined to increase efficiency 
to market demands. The costly an! 

ractice of quarterly trade loading was 
massive excess trade inventories werfr> 

E 


activit 



attention will shift from transitional 
vitfelrlo tMMsmallenge of building the best tobacco companfc 
he businessi^^Rrospects for the cigarette Industry have beeSi 
ieticaliy l&pilsed, recognizing the extremely hostilfi 
rnal envirom&jjpfc. The Company's opportunities and vulner^ 
ities have pl!an| identified, and are reflected in the Pla§ 
s of Focus.U^&trategies and action programs are in place to 
d on RJRT's “areas of strength and reverse the declining share 


|d in the §jss8g& 

lengthened t hrough integration of brand portfolio management 
fersales force|§§pll|il activities. Product performance will be 
^proved with strategic reliance on new product and process 
^nologies. jras^Company will adopt an offensive posture in 
^fe^nding its position against external pressures. A new 
pporate culture is being created which champions productive 
iange, increased responsiveness and cost-efficient operations. 


Marketplace performance will 


i F^na lly. it must be noted that this Business Plan reflects ’'base 
performance for 1991-93 using our current planning 
aiwiptions. Business sensitivities representing potential 
upsides have been identified and every effort will be made to 
capitalize on such opportunities. We are committed to minimizing 
any internal or external constraints that limit our ability to 
achieve forecasted results and are challenged by the potential of 
exceeding them. 
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Esyisw or im 

FINANCIAL HIGHLIGHTS 

(Dollars in Millions) 


Volume (Billions) 
FullrPriosd 

(• 

il 

Unit Contrib. 
Flow 

Reynolds T 
ice is ba 
:es, 25.9 b 
abcf H Fpri billion 1 
voI^OfsOf 25.3 bil 
versus 15.4% in the 



Latest 

_ _^Farian< 

From 

EBt. 

_ .Flan. _ _ 

- _ 1988 _ _ 

$MK 

SMM 

% i 

SMM 

% 

124.8 

(24.1) 

(16.2)% ! 

(29.3) 

(19.0)% 

25.3 

( 1.8) 

( 6.6) i 

2.2 

9.5 

150.1 

(25.9) 

(14.7) 1 

(27.1) 

(15.3) 

$4,950 

$(717) 

(12.7) 

$(291) 

( 5.5) 

1,719 

(115) 

( 6.3) 

70 

4.2 

^N^0B2 

309 

39.9 

(127) 

(10,5) 




*s Latest Estimate of 1989 financial 
projected shipments of 150.1 billion 
below the Plan level of 176.0 billion 
han 1988 * a 177,2 billion. Savings braryi 
nits represents 16.9% of the 1989 total*} 
and 13.0% in 1988. * 

z 


, forecasted Net Sales will be down py 
e effects of eliminating trade loading 
r ^cigarette consumption are slightly offs^J 
ces, £ 

et Sales will drop by $291 million, a^ 

aftially offset the impact of the stei 
decline. 

'fWN«w| Jjjj 

2B | 

Business Contribution is forecasted to be $ii£ 

ion below Mam the $502 million unfavorable impact o¥ 
ng trade 1 Oakling will be partially offset by favorable 
ating efficiencies of $287 million and favorable purchase 
unting adjues§iiSI|ts of $100 million. 

ness Unit Contribution will increase by $70 million 
us 1968, as the Impact of lower volumes will be more than 

feet by higher selling prices, purchase accounting 

stments and improved operating efficiencies. 

Fiev 

Free Cash Flow will be $309 million above the Plan reflecting 
lower capital spending of $197 million and favorable Working 
Capital changes of $342 million, offset by lower Net income 
of $66 million and payments against purchase accounting 
reserves of $180 million. 

compared to 1988, Free Cash Flow will decline $127 million as 
the favorable effects of Net Income ($34 million) and Capital 
Expenditures ($205 million) are outweighed by the unfavorable 
impact of Working Capital changes ($209 million) and payments 
against purchase accounting reserves ($180 million). 
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REVJET? OF 1999 
FINANCIAL HIAKLISHTB 

(Continued) 


r 


Normalized Perf ormance 

\ 

gin a "normalized" basis, i.e. excluding the extraordinary impact 
eliminating excess trade inventories, RJRT's 1989 volume and 
^jsjyin^ncial performance is substantially better than will actually 
sported. 


Normalised 
1989 
6MM 



.YarUnoe rrpa 


_Plan _ 

_ —1988_ 

SMM 

% 

SMM 

%_ 

(8.0) 

(4.5)% 

(9-2) 

(5.2) 

$(102) 

(1.8) 

$324 

6.2 | 

304 

16.6 

469 

29.7 

574 

74.3 

138 

11.4 

+6.0 Points 

+ 6.9 

Points 


3 

W 


mf of 168.0 billion units is down 5.2% fro 
h the estimated consumption decline. 


Ed 

* S t 

III 

g 1 i 

, U 4 

I 3 

£ 43 

mt W 


formalized Ne 
>rices outwe 



n a normali 
138 million^ 



§ 

les are up 6.2% over 1988, as higher sellinfi 
he effect of lower volume. © 

u 


ormalized Bhsin<|ss Unit Contribution would be $489 million, 
r 29,7% abo8's level. 


I 

$ 

1 

1 


asis, Free Cash flow would have increased by 
1988 to over $1.3 billion. 


♦ w^JRT's 1989 operating Margin, under normalized conditions, 
"would have increased by 7 percentage points over 1988 to 


8.4%. 
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REVIEW or 19 89 

XfifcBHE AW SHARE PERFPRHftNCS 


valana UUUaaaJ 


Retail Share of MarK#t 


Act. 

Eat. 

% 


AOt. 

BBt ♦ 

Sh. Pt. 

19_8_8_ 


ghangft- 


1.989- 

1999.. 

ghangft 

154.1 

124.8 

-19.0% 

Full-Frioed 

28.1% 

26.9% 

-1.2 

-23,1 

-25-. 2 

+ 9.5 

Saving# 

, ,4.8 


+ .9 

177.2 

150.1 

-15,3 

Total 

32,9 

32.6 

- .3 



42.4 -2.5% Growth Brand# 8.1% 9.1% +1.0 

93.5 “20.1 cor# Brand# 21.1 20.o -l.i 

10.5 “13.2 Mian# Brand# 2.6 2.5 - ,1 

3.7 -19.6 Others 1.1 Q - . 1 

150.1 -15.3% Total 32.9% 32.6% - .3 


aHim 

s ahipnant^Hjjcr 1989 ate projected to be 150.1 billion 
rettes, dowi^^^% from the 177.2 billion units sold in 1988. 
^*\out 10% of th#' 1989 volume decline is due to RJRT / s decision to 
ntinue thermit ice of trade loading and eliminate excess 

on#uaption of Reynolds' brands is project^ 
versus 1988, accounting for the balance o£ 
Retail sales have been negatively impacted 
x hikes and two $2.50/M manufacturers' pri<S 


inventori 
be down abo 
^shipment de 
Excessive st 
^increases, 


gharo off 



's r etai l 
thr els^t ent 
32.9%. %l¥i de 
s for most 
of .4 sha 




ompany's s 
s e point, r 
8, however 
inee expect 

S 

th brands c 
in total 
versus ye 
savings segment. 
, will achieve a 



of market for 1989 is estimated at 32.6%rj! 
a share point from the 1988 share level 
reflects the continuation of long-term shai 
blished RJRT brands, partially offset by m 
nt from new brands and line extensions. 


brand share is projected to increase by .§ ^ 
ting growth on DORAL and MAGNA. Full-price ^ 

wi^L be down 1.2 share point, with the largest § 
WINSTON (-.5) and SALEM (-.4). | 

£ 

ue to show strong performance, up one share 
year. DORAL is expected to gain .7 share 
despite the intensely competitive nature of 
MAGNA, which was expanded nationally in 
.5% share of market for the year, and has a 
rent share of .6%. MAGNA has been successful in attracting 
er adult smokers of competitive brands, especially Marlboro. 

's overall share of market for 1989 is projected to be about 
but the brand has shown good growth in the key 18-20 year 
unger adult smoker group. 
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*To monitor retail share performance, RJRT usee th© Nielsen 
Confectionery and Tobacco Index which samples cigarette movement 
in stores representing about 70% of industry retail volume. This 
data source provides an accurate assessment of share performance 
trends, but due to the nature of the outlets included in the 
NCTI sample, RJRT 's share level is believed to be overstated on 
a continuing basis by as much as one share point. 
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REVIEW,..Q.F-IiaA 

VOLUME AND SHARE PERFORMANCE 
(Continued) 


Rfltftil Share of Market (Continued) 


Oyr core brands, WINSTON, SALEM and VANTAGE, continue to show 
share losses in line with historical trends. In total, core 
Brands are projected to decline 1,1 share point in 1989 versus 
Har^ago due to intense competition from savings brands as well 
:reased promotional activity in the full-priced sector. 


& if- 


ir market-niche brands, NOW and MORE, remained relatively flat 
.}89 versus year-ago, with a projected change of -.1 share 


K. 


f 1989, 
sss in areas 

Adult Bn 



REVIEW OF liM 
BPSINEftfl DEVELOPMENT 


lade significant progress in developing 
ipportunity in the marketplace. ^ 


» — 





EL contin 
or th e Jax and 
moot^^ove 
pand«$Wf ro; 

18-20^^4' oli 

April, KAi 
Lth national* 
>% in the th 
is outlets 
larly 1%, a 
trlboro. 

LEM introdl 
rgeted to | 
ands? actit 
rongholds ii 




improve younger adult smokers' perception^ 
gh its "Smooth Character" advertising an? 
onotions. CAMEL'S emphasis markets were 
4% to 70% of the country, and its share ofi 
"kers is up l.i points to 5.8%. c 

troduced a new Lites Box style concurrent 
nsion, and the brand achieved a share oiS 
arter. Importantly, share In convenience^ 
anted by target younger adult smokers i$ 
er half of MAGNA'S business is coming from 

"Soundwaves", a new promotional program 

^er adult smokers of competitive menthol 

Les are being concentrated in competitors' 
Bif Northeastern and North Central U.S. 

e Hispanic Program was expanded from its four lead markets 
additional areas of the Southwest and southern Florida. 
The program continues to generate positive sales performance 
r CAMEL among Hispanic younger adult smokers. 

e Black Initiative was launched in April in three lead 

kets to build SALEM's share among urban Black younger 

adult smokers, and is already producing positive results. 

The Pack Action Program supported younger adult smoker 
efforts throughout 1989 by providing prominent display for 
product and premium items in 13,000 key pack-oriented retail 
outlets nationwide. 
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(Continued) 


•J The DORAL brand family was expanded to provide a full range 
^ of products for value-conscious smokers. Full flavor menthol 
\8 5' s and 100's were introduced in January, and the Ultra 
jLights 85's style was added in April. 

j§P ^doral achieved volume and share increases in 1989 despite 
i ntense competitive pressure, and continued to be the leading 
ia®%>rand in the savings segment. 


*a new low-tar cigarette that achieves s> 
|tion in lit-end smoke was introduced in tes§! 
|e first quarter. Testing confirmed that thtf 
ed sidestream smoke is appealing to smokers^ 
d the necessity for product improvements iS 
Iflaking and taste. VANTAGE Excel remains iffi 
h a base level of advertising while producg 
Icontinues. 3 





f VANTAGE Excel,^ 
Significant ir efl u< 
Jnarkets durippM 
benefit of redug 
nd also re#ti§ 
he areas of^M 
test markets, wit 
^development fPSipP 



CHELSI 
iit ei 


Af* a r 
dpi ent 

^ .I a, 

s' 

under? 


umber of o^SS 
ith activity" 
oyalty and ks 


Tfrand which offers a pleasant aroma from the 
d test markets in the second quarter. Shar^ 

S st areas, but research indicated that thijc 
the brand's potential due to the larg« 
nal buyers. Test marketing is continuing 
greeted toward increasing occasional usersE 
Rasing their frequency of purchase. © 





s exception fcl?Mpi rect Marketing capability was used through- 
1989 to reaBirgargeted groups c<2 competitive smokers on 
ft of opportunist brands and to provide volume stabilization 
ct on core br'ands. Nearly 4 million newly-identified 
stitive smokers were contacted, and total mailings for the 
will increase 17% over 1988 to 25 million. 
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X969 CEO PERFORMANCE REVIEW 
(PR-1 ACCOMPLISHMENTS) 


Financial jjanagiafliit 

A. RJRTC will exceed its 1989 adjusted financial targets: 

** Latest Vs. PR-l Adjusted 

\ Eft-. _Pbie.gU.Ya- 

$1,719 +10.3% 

1,082 +17.0% 



Business Unit Contribution 
Free Cash Flow 





»■: 


Balance sheet management accomplishments: 

million through deferred leaf purchase 




Saved 
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Improve#" 
finanei 
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compute: 

Priorit 
assets; 



capital $48 million by instituting nafi S 


cedures. 
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aluations of significant asset rationalife 
tunities on all rolling stock and majoiS 
pment. p 
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surplus, 
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erformance i 

inagg F»rX.graan.g.». 

half 19891 
nt of Plan. 




lity system for individual and department*) 
It will track and evaluate management 
e control of expenses and assets. z 
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me performance is projected to be within one 
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retail eh« 
objective 
hare decline — 


s expected to be 32.6%, slightly below the 
7%. This represents a significant slowdown 
.3 point decline in 1989 versus .7 point 
ne in 1988 — resulting from the expansion of MAGNA and the 
reduction of line extensions, which together produced a net 
of four-tenths of a share point. 
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Trade-Load Reduction 

Eliminated excess trade inventories while achieving an 
Operating Income level above 1988. The full year profit 
effect from the reduction in shipment volume is $502 million. 
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2. Strategic Direction 


fT 


Strategic direction for 1990-1993 was established through two 
executive management strategy sessions, which resulted in a 
new Company goal, internal mission and an evaluation of 
several alternative scenarios to identify optimal business 
strategies. Strategic and Operating Plans were completed 
within a three-month timeframe as a result of greatly 
lerated planning activity across the Company. Employee 
mmunication of the Company's strategic direction was 
eved through a series of informational letters from the 
Additionally, two management meetings were held with 
250, attendees at each. 
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percentage of 
a 17% reduction, in 






Total Qual 
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ovement ef s 
itoring proi 
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consumer-defined indicators of product 
d during 1989. Particular attention was 
the perception of freshness and the 
of our WINSTON styles. Increased 
al defect areas, as well as the greeted 
tion on new generation equipment, led t® 
he consumer complaint rate. £ 

among both target competitive on| 
ntinuee to remain high after reaching thfc 
improvement during 1988. Product develops 
re accomplished on all priority styles, y 

E 

rst process was successfully launched ag, 
easing employee commitment to qualit; 
An integrated tracking system fo 
“‘quality was initiated to support produc 
management. g 

z 


a 

Q. 


II 


on plane to |dc|resB external issues and build a broader 
of public pv&M :itica 1 and tobacco community support for 
were developed within the context of an overall strategic 
ction initiated during the Second Half of 1989. 

tional results included: 

Legislative Accomplishments 

if 

Proposed increases in the FET and efforts to further 
limit advertising and promotion were successfully 
opposed. Proposed cigarette tax increases and 
restrictive smoking bills had their highest level of 
activity during 1989, but passage of such proposals was 
successfully contained to only 30% and 26% respectively. 
The airline smoking ban was extended to six hours in 
spite of validated scientific evidence offered by the 
industry and achieved through RJR initiative. 
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b. Public Issues 





Efforts through the Partisan Movement led to defeat in 
over 60% of the anti-smoking proposals addressed this 
year. CHOICE now reaches 7 million smokers, over 50% 
more than 1988's level. Participation in the Unified 
Partisan Effort is ahead of plan with ongoing 
organizations active in 46 states. The Allied Forces 
program, to organize the Company's potential allies into 
an effective force, is proceeding well and contacts have 
helped produce results in several efforts. 

Litigation 

Product liability challenges were effectively managed. 
Active cases against the industry and Company dropped 
from 82 and 48 to 56 and 33 respectively. 


gpmpany c.u 1 tur s^Organi z ation Effectl y .e.nees 







Employee fej 
ctively s 
«dpportuniti 
ased on r 
1990. Comm 
hich stren 

Downsizing 
nston-Salei 
rgeUd 

lqarjftes 
bj ectffye o 
• tfrfblHWfcly 
jmanagement 
bureaucracy 

JLAOPPBPliSjp 

onsolidated? 
ined org 
unctions a 
ompany. 

r | 'i 

nitiated th&aJ le bislon and oversaw the plan which eliminated 
xcess inventories during 198 9. Ensured strategies and 
rograms were in place to address trade reaction. 

’strengthened internal and external communications, helped 
nergize the organization and reduced employee and community 
oncerns about the company. 

ieved an orderly transition supporting the criteria/ 
objectives of the new RJRN management. 

5. Directed planning and budget reviews which resulted in 
significant improvements in cost savings and management of 
assets for 1990. 

6. Initiated development of a strategic direction for advanced- 
technology products which properly positions resources and 
programs against a market-driven agenda? to be completed by 
year-end. 

9 



back on operational and business issues was 
ht! through surveys, letters and discussion 
th senior management. Action program^ 
of this feedback will be implemented in; 
tion was improved through several action? 
@d management visibility and involvement. S 

ities were successfully completed. Th# 
dcount reduction of 19% exceeded the 2,300 
productivity, as measured by< 
riable labor hour, will be up 22% versus ar? 

Organizational and staffing analyses wer$3 
cted in every function resulting in fewefj 
s, greater management span, and 


domestic tobacco operations into one stream- 
ion. Strategically defined operating 
acted the senior management team to lead the 
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19»0 PLAN OVERVIEW 
FINANCIAL HIGHLIGHTS 



n 


volume (Billion*) 
Pull-Price 
Savings 
Total 


et Sals* 

usinaaa Unit 
contribution 


raa cash Flo 



arational fiat 1 
on Investm 


^1990 Busine 
lion cigaret 
understate 
^ntories. S 
of total 


83.6% 


l££i_ 


Plan 

6MM 

s 

123.3 

(1.5) 

(1*2) : 

31.8 

5,5 

25,7 

155.1 

5.0 

3.3% 

$5,688 

$739 

14.9 

2,355 

636 

37.0 

1,723 

641 

59.2 


427.5 Points 




Hot 

ver 1989 
illion), i 
Returned sale 



© 

z 

n is based on forecasted shipments of 155.fr 
ive billion units above the 1989 level whicg 
e to the elimination of excess tradg 
brand volume of 31.8 billion will represent 

hipments, up from 16.9% in 1989. u 

r 


88 million represent a $739 million increase 
the impact of higher volume and mix ($9® 
eased selling prices ($604 million) and lowep 
40 million). z 


999 Polt..g. 9 At.rlbyti 9 c 



usiness Un 
71 over 19 
perating e 
uring and 

cash nov 



htribution will increase by $636 million or 
ue to both higher sales and improvements in 
ncies following the organizational restruc- 
zing that occurred in 1989. 


Free Cash Flow will increase by $641 million, primarily due 
o higher Net Income of $426 million, lower Capital 
xpenditures of $39 million, and favorable Working Capital 
anges of $124 million. 

Operational Return on Investment 

» OROI will increase by 27.5 percentage points to 83.6%, 
reflecting the 37% increase in Business Unit Contribution and 
an 8.2% decrease in Average Total Investment. 
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m a m . O XERYIfig 

riKftMgxft t g iaHLiaiizg 

(Continued) 


Normalized Performance 

RT's 1990 Plan performance can also be viewed in the context of 
e "normalized" 1989 results discussed earlier. 1988 Actual 
res are shown to provide a three-year perspective on Company 
rmance in the absence of the extraordinary impact of 
inating excess trade inventories. 



1988 

actual 


e {Billions 
lull-Price 
„,ings 
%©tal 




1989 

Normalized 

1990 

Plan 

* 8 9 - * 9 0 
$MM _ 

ghfliwo 

% 

140.5 

123.3 

(17.2) 

(12•2) 1 

27.5 

31.8 

j4. 3 _ 

15.6 

168.0 

155.1 

(12.9) 

(7.7) 

$5,565 

$5,688 

$123 

2.2% 

2,138 

2,355 

217 

10.2 

1,347 

1,723 

376 

27.9 

38.4% 

41.4% 

+3.0 
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1990 results to a "normalized" 1989: 
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7.7%, 
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in line with RJRT's estimate^ £ 


et Sales a 
ffeet of loj 

tusiness Uni 

ree Cash Flow 


he Operating 
e normalized 


2.2% as higher selling prices outweigh the 
olume. 

tribution increases $217 million or 10.2%. 

of $1.7 billion is 27.9% higher. 

Margin of 41.4% is 3 percentage points above 
1989 level. 
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Est. 


Plan 

mi 


.Cfaangt 


Eat. 

1UL 


Plan 

1990 


Sh. Pt. 
Change 


124.8 
,2 5. .3 
i$o. l 

a®# 


jgajjys 



123.3 - 1.2% Full-Priced 26.9% 24.8% -2.1 

31.8 +25.7 Savings S.7 6.9 +1.2 

155.1 +3.3 Total 32.6 31.7 - .9 

50.9 +20.0% arovth Brands 9.1% 10.5% +1.4% 

91.0 - 2.7 Cora Brands 20.0 17.9 -2.1 

9.9 - 5.7 Niotae Brands 2.5 2.3 - .2 

— 3.3 -10.8 Otbera _ 1.0 V...0 - 

155.1 + 3.3% Total 32.6% 31.7% - .9 


UgOT's shipments 
U P r 

; billion units. ^ 
tfcr^tde inventor^® 
^■fsWtpents to be u 
brands is h 
'decline is due p 
^^lamufacturers' y 
L Jwifee^se in the jf 


Part's wam&L shn 
■i> w p&fo&tehfl of a share 
longer teifi 
L. pW^es on RJR' s ' 
the full p 
UMrTsavings brand 


for 1990 are forecast to be 155.1 billion 
J • 24$ from the projected 1989 level of 150. J, 
hd shipment volume increase is attributed to thft 
^^ustments in 1989, which caused our 198$ 
instated. At the retail level, consumption o| 
fj^cted to be down nearly 8% from 1989; this* 
iii®|rily to higher retail prices resulting frog 
ncre ases, state tax hikes and an expected 
’t^lral Excise Tax, a 

sdsmb f market goal for 1990 is 31.7%, down nine«| 
point from 1989, reflecting the continuation og 
ifHlends as well as the impact of higher retaiE 
d|4er, more price sensitive franchise. As £ 
brands will decline 2.1 share points, whil«c 
F"wl11 show a net gain of 1,2 share point. 0 


f G rowt h brands a|ey|ipected to show strong performance again in 
m DORAL is iPrej'ected to grow 1.0 share point in 1990 due to 

l^t^^effect of retail prices including the FET impact. 

pffifPS' expected ^to! gain .1 share point, driven by a 2.5 point 
in share of^^0g|ger adult smokers. MAGNA'S goal for 1990 is 
share of market, up .3 share point from 1989. The brand's 
9 row th will continue to be driven by gains among the 
^yjiftgar adult smoker group. 

KTj^^ore brands, WINSTON, SALEM, and VANTAGE, are projected to be 
/0M 0wt% 2 .1 share points in 1990 reflecting the continuation of 
' sjBiaa^SsItrends, the impact of higher prices on the price sensitive 
core franchise and a reduction in promotional support for SALEM. 
It should be noted that aggressive efforts are underway to 
revitalize core brand performance through strengthened product 
positionings. Significant reductions in their rates of decline 
are projected for 1991 and beyond. 

NOW and MORE, our market-niche brands, will remain about flat in 
1990, with a projected change of -.2 share point. 
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'f \ 


R. J. Reynolds will aggressively pursue opportunities to develop 
business in key market segments in 1990, 





r^4 


0he company's objective is to increase its share of 18-20 
year old smokers to 17.4%, up 3.4 points over 1989's 
estimated 14.0% share. 




CAMEL will be 
Jdult smokery 
"of-difference 
^products on I 
;^|*oject FC lb 

JaGNA will | 
Competitive t 
iiesigned to ^ 
supplemented § 
promotions, f 



marketed with a single-minded focus on younger 
^of competitive brands, with leveragable points- 
versus competition provided through improved 
listing styles and the test marketing of the 
te extension. „ 

I 

iiMlnue to attract younger adult smokers oj£ 
through high-impact marketing programs: 
Marlboro in its metro market strongholds fc 
ispifpowerful national retail advertising an« 


&T's ,success fiiLs programs directed to younger adult smoker^ 
thefTOspa^^^lBlack and Military special markets will b£ 
pandiPfl witj^continued emphasis on brands with high appea^ 
»^^3tefrg^^^up. < 

new brand^^^.1 be test marketed to assess opportunitie^ 
ig key YAS Subfsegments: g 

Project targeted to Newport's strong f ranch is^ 

among younger^adult Black smokers. 

Project designed to attack Marlboro's vulner¬ 

ability a|^^h|younger adult female smokers. 


to new brandlj 
nong key YAS 

Project I 


r^RT will capitalize on smokers' growing demand for lowest 
fSf-ice products, and will maintain its position of leadership 
in the savings segment. 


N^raL'b promotional resources will be used to establish the 
lowest effective price at retail. The brand is expected to 
gain volume and share, and achieve a 27% share of the savings 
segment in 1990. 
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IFEQ.KiMT PYBRyiSW 

miMmjcgmaeiim 

(Continued) 


Social Acceptability 

«\ RJRT will continue testing CHELSEA in preparation for a 1991 
J national introduction. A revised marketing approach will be 
evaluated in current test markets, while a totally restruc¬ 
tured proposition will be introduced into additional test 
areas to assess the potential for broadening the general 
market appeal of the CHELSEA concept. 

VANTAGE Excel will be reevaluated in expanded test markets 
with an improved product designed to eliminate the deficien¬ 
cies identip^ed in 1989 testing. 
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advanced technology products which address 
>1 and social acceptability wants will also 
under a new market-driven priority agenda. K 

I 

n of RJRT's core brands, WINSTON, SALEM anS 
strengthened product positionings consistent 
equities and heritage will begin in 1990. a 

u 

g losses and improvements . in core brands^ 
expected in 1991 and subsequent years. j 
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itive marketing spending levels, will drive- 
in 1990-1993. 0 
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1990 CEO PERFORMANCE PIAM 
(PR-1 OBJECTIVES) 


Financial ob^aotlva 

T Achieve Business Unit Contribution of $2,355 million and Free 

W?* Sh F1 ° W ° f $1 ' 723 million - 

si frogrcffig 

Business Performance 

Improve the Company's business momentum through more 
effective strategy development, more aggressive in-market 
programs and more effective integration of marketing and 

Refocus Company priorities away from volume 
tegies and toward improving our long-term 
share. 

S 



sales reso 
management 
consumer r 


rl 


^Quality 

Gain compe 
increase c 
Superior Q 
providing 
1 |nd provide 






z 

advantages and exploit opportunities which 
r purchase of our brands, such as the WlNSTOfi 
Initiative. Improve employee commitment tfej 
or quality products, programs and services^ 
gnition/reward for outstanding efforts. 



le 

protect th 
support ou 
opportunities 
light of 
litigation 

SompanY Sal 

Continue to 
change, an 
able. Cont 




ip and strategic direction to efforts which: 
ustry base, preserve smokers' rights an® 
edom to market/proroote cigarettes. Pursu£ 
o improve tobacco industry credibility i€ 
making pressures. Maintain leadership i£j 
legislative arenas. 

brcanizatlonal Effectiveness 

gize the organization, bring about productive 
akse individuals and departments more account- 
Ito simplify the organization's structure. 


Financial Management 

Improve operating margins to reach the Industry average. 
Improve productivity of all operating resources; achieve a 
5,8% reduction in variable labor and departmental overhead 
H>st per thousand cigarettes produced, and 23.7% increase in 
output per person (all Manufacturing payrolls), Seek to 
exceed cash flow objectives by cost improvement programs 
which reduce working capital, inventories, and obsolete/ 
surplus assets. 
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OPERATING ENVIRONMENT 


industry 


Domestic cigarette consumption ie projected to decline 4.7% in 
1990/ and 7.7% in 1991. In 1992 and beyond/ the rate of decline 
T is expected to average about 4% per year. 

\ INDUSTRY CONSUMPTION 

Billions of Cigarettes 




Higher 

Retail 

Prices 


4% Annual 
Decline 



93 




ms 



Consumption fllia^ined at a 2% annual rate between 1985 an* 
^988; during....this period, retail price increases average^ 
. 8 % per year or\about twice the overall inflation rate. 

he rate ofconeumption decline accelerated to 4% in the 
first half pi|^|989 and is expected to reach 4.5% for the 
ear. The trend change is attributed to escalating retail 
rices (up p™|p| 3 % versus 198 8 ) resulting from larger 
anufacturers' price increases and higher state cigarette 
:axes. 

or 1990, industry consumption is projected at 506.8 billion 
’cigarettes. The decline of 4.7% from 1989 is the result of 
e continuation of 1989 trends followed by the impact of an 
pected 16C per pack increase in the Federal Excise Tax in 
October. 
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The full impact of the October 1990 FET increase will be felt 
in 1991, when consumption is projected to drop by 7«7%, 

Longer term, the decline in industry consumption is estimated 
at 4.0% due to higher retail prices, health concerns, social 
pressures and restrictions on smoking opportunities. 
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QEERftTIM ENVIRONMENT 


INDUSTRY (Continued) 


cigarette price elaatioity ia estimated at .35. When the "real 
price" (retail price divided by the CPI) increases by 1.0%, 
V industry volume declines .35%. 

re i a tionship between real price and industry volume has 
Remained relatively stable during the past five years. 

I 

'Analyses of the effect of state tax increases in 1985, 1987 

and 1989 show volume declines consistent with a .35 price 
lasticity. 




number of f^neriaans who smoke has decreased, but average 
consumption has remained stable at about 31 oigarsttes per 




nnually du 
illion) ha 
00 thousan 

'There are 
down from 
erican ad 
• B% in. 19 



0 

he 1980's, the number of quitters (about 1 jg5 £ 
eded the number of new adult smokers (aboiSt- 
suiting in a net loss of about 700 thousan^. | 




ncreawfig 
to agcpis^erat 
uitting anc 

"Higher prices 
Iso expect 



tly about 48 million smokers in the U.S§, | 

53 million in 1982. The percentage 5f| | 
who smoke declined from 31.1% in 1962 fp,§ ™ 

rj B 

E 8 g 
E 5 * 

pes and the negative external environment tegi „ E? 
decline in smoking incidence by increasing - 

e h 

S3 1 

d restrictions on opportunities to smoke a 


cause a drop in average daily consumption.z * 

8 s 

ain sourcB- cf busineBs to help offset losses from quitters]! 


ounger adull 


Lera (ages 18-24). 


3 




he 800 thofep&nd new adult smokers who choose to enter the 
arket each^yfa^ represent about 1.6 share points. At least 
5% of thes|llill8§| smokers are under 25. 

ounger adult smokers represent 13% of the total smoker 
population. Their daily consumption rate is lower than 
verage(25 cigarettes per day compared to 31 for total 18+). 
hus, they smoke about 60 billion cigarettes annually. 

e only full priced brands in the industry that are not 
declining are those which are stronger among younger adult £ 
smokers than older smokers. 'T 
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IKP-USTRY (Continued) 

Brand loyalty continues to drive the cigarette market, although 
it is being lessened by a number of factors now present in the 
^jna^ketplaoej 

{ ‘j-. 

• Increasing price sensitivity. 

. *\ Proliferation of brands and styles, 
pfpil •J Heavy use of retail promotions. 

Health and social acceptability concerns, 

, switching, when defined as a ohange in purchase loyalty 

usual brand to another, involves 4 % to 8% of total 
annually. 


4® nst swit 
mite small, 

^sasional us 
^ort-term b 
Promotion. 


benefit to any single brand is usually 
Especially for full-price brands. 

OTf] non-usual brands is common and can generates 
sales benefits from, for example, priced 


le cal 



tries from W7 
% of this clffll 

e current api 
0.60 per ca|*t© 


savings segm^^^l currently the only one showing significant 
polling gains, s. Its currently represents about 1S% of th& 
up from !>Pj^|n 1988, and is expected to grow to 2 0% i« 

e caf-ifory its beginning with Liggett's introduction o£j 
ainifducts in 1980, but generic-priced brandedS 
tries from HR. Jy. Reynolds and Philip Morris now have ovef£ 

% of this c§fillp>ry. « 

- J fi 

e current jp^age retail price of branded generics 
0.60 per caHton* about $2.4 0 lower than full priced brands0 

sub-genericH^Bilrd tier" price level emerged in 1989 with 
ggett's in typist ion of Pyramid, priced at retail about 
.40 per cartdh , less than branded savings entries. This 
presents th^p^fatest potential threat to our profitability 
1990 and beyfend. 


^ Initially, the wholesale trade has not been receptive to 
,, V# third tier price brands, citing low margins, billing 
confusion and lack of the manufacturer's sales force 
WlfP^ support. 

—< While many major chains have rejected Pyramid, sales in 
■' outlets where it is distributed indicate high consumer 

interest in sub-generic priced products. 

Other sub-generics are appearing: American has intro¬ 

duced Montclair nationally and PM is expected to expand 
Bristol beyond regional markets early in 1990. 

* With continuing escalation of retail prices, growth of the 
savings segment is expected to continue and it could grow to 
more than one-third of the market by 1993. 
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IMP P flTRY (Continued) 

smokers are distinctive people, not only in tame of sooio- 
T economic variable*, but alao values and lifestyles. 

^smokers tend to have lower incomes and less education than 
hon-smokers, and are more likely to come from the blue collar 
L^l# nd ethnic (Black/Hispanic) sectors, 

r^^wJF he differences between smokers and non-smokers may be 
F^r^videning, as the negative external environment continues to 
.primarily impact the more socially sensitive upscale group. 

: l^pfEthnic smokefe# are gaining in market importance, especially 
a 9 es 



S okers take 
ty, strong 
*nd routine, 
'right thing 



okers' wants i 
tuation. want 


3e in distinctive values such as nonconfor- 

jnitment to friends, a distaste for planning^ 

i lack of regard for doing or having th#; 

© 

. z 

b according to their demographic and sooia|jj 
.so ehange over time, as external factory 







Voung4r! 4dulPlll<$kers choose brands based on a combination o&| 
taste PNmd laUge. Historically, they prefer mild, smooth^ 
produ<$tits-:iwhi sfedip ajie positioned to emphasize smoking enjoyment** 
I'hese have tended to be the solo menthol and non-menthof- 
|rands such i§Hi%lNSTON, Marlboro, Kool, Newport and mor« 
recently, CAM^l^. Peer acceptability is their main criterion 
for brand imag&. < * 

5 p—o 

|lack smokerir'~'Sh ) ow an overwhelming preference for menthol u 
'gigarettes, and....-they are the choice of nearly 90% of Black 
smokers agedF-Rp^. However, menthol cigarette usage has 
declined ste^|^^i among most other smoker groups. 

^lder smoke rsillsfa g e d 25+) are more attuned to concerns 
relating to health, social acceptability and price, and may 
Switch in large numbers to brands which address these issues. 
Major examples include filter cigarettes in the 1950's 
tWINSTON, SALEM), "low tar" in the 1970's (VANTAGE, Merit, 
Carlton, NOW), and rising prices in the 1980's (DORAL, 
Cambridge). 

Price will continue to be an issue in the 1990's. Social 
acceptability is also a current problem for smokers, but no 
manufacturer has yet offered a widely accepted solution. 
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EXTERNAL 


Governmental units at all lavals ara experiencing increased 
pressura to generate additional ravanua. Combined federal, 
stats, and local oigaratta taxes as a paroantaga of the retail 
prioa ara at a 20-year low, and lagialativa bodiaa ara turning to 
Y higher exoiae taxas aa a souroe of additional inoone. 

L j 

^,1989 stats legislative sessions have produced the largest 
r.’f Volume ever of tax legislation impacting the industry, and 
i ^S^ss^ctivity is expected to remain high in future non-election 
years. 

increase in the Federal Excise Tax of 16 cents per pack is 
projected for October 1990. 

j^^^&tobaooo ac thistles diraoted at additional regulations, | 
^Jlppt'r lot ions on plibklng, and bans/rastriotions on advartialng and §. 
fjfplotion of olg|trattas have intensifiad and indications ara that g 
^thi^trand will continue to aooelarata. jsj » 

,..|^|^^'ha major fo'gus ^.s on actions at the federal level, but thereg f 

■ teilifias also bee^^^'increase in state/local activities. b £ 

LJsw 5j a 

^^erging issues [ which ere reoeiving attention at fadaral ana; ^ 



pe^ levels oox 
fusiries.. 


raotly impact the tobacoo/oonsumar produoti 





Regulation o 
>ackaging. 

| 

Regulation o 
cigarette sm 

Proposals ca 


yUtobaooo gr< 
raniaed and mo 


jtions on the production and use of 


ation of non-reeyclable materials and 



h i £ 

^ $ A 
j 4 ? 




itives used in production and tar content irO S 

1 

3 

for self-extinguishing cigarettes. ? 

are wall-funded and ara baooming batter 
phistioated in tbair operations. 


»§ ;;; ^^%heir goal is to make cigarette smoking socially unacceptable 
~“^^ind achieve a "smoke free society" by the year 2000. 

: s« i ig§ he focus on environmental tobacco smoke has wide appeal and 
^^reeentB a major threat to the industry. 

Thi number of product liability oaees against the industry and 
RJRT has deollnad in raoent yaars. 

* Tort law reforms and judicial results favorable to the 
industry are tending to deter plaintiffs. 

• Tobacco interests remain vulnerable to extensive negative 
publicity when cases are covered by the press. 
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R. J. Reynolds Tobacco has achieved increases in Operating 
T income, cash Flow and operating Margins despite declining sales 
Vvolume and the substantial expenses associated with development 
jwina testing of premier. 


f \ 





plume (Billions) 
plating Income 
as* Flow 


iting Margin 


,*RJRT's "noi 
| impact of i 
a 7.6 point 




188.1 



$1,441 MM 
$ 686 MM 


30.8% 


1 9B..9E 

150.1 
$1,719 MM 
$1,082 MM 


34.7%* 


QASR 

- 7.2% 
+ 6 . 1 % 
+16.4% 


+ 3.9 ptj 



basis 



sed" 1989 Operating Margin, excluding the 
mating excess trade inventories, is 38.4%, 
rease versus 1986. 


:ompaffy'>iB 19|'9 staffing reductions, organisational reatruo-i 
g ani ; eiin&- ation of exoees trade inventoriee provide g 
financial performance in 1990 and beyond. p 

^Headcount h^lM^en reduced by over 2,300 positions through 
terminations attrition, and is down 19% from year-enS 

*»»*• § 

he restructktrlTJf has provided for: 



Consol idliWOn of all domestic tobacco operations into 
# R. J. Re ^jt»&Id s Tobacco Company. 

J“ Realigns nt s>f senior management responsibilities. 

S* Introduction of the "Brand Business Unit" team approach 
^ in Marketing. 

^ Elimination of an entire supervisory layer in 
Manufacturing. 

- Uniting all engineering functions in one organization. 

Excess trade inventories of 18.5 billion units were elimi¬ 
nated through reduced shipments in the second, third, and 
fourth quarters. 
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BUSINESS UNIT PROFILE (Continued) 

RJRT' s retail sbare of market has been declining since mid-1987. 
The rate of decline slowed from .7 share point in less to .3 in 
1989. 



RJRT's largest brands, - have been on « 
trend. ^ 

Lights styles have recorded slight overall 
ave shown solid gains among younger adul|j 

z 

j or savings segment entry, exhibits^ 
lificant growth from its introduction in 
but its share has flattened in 1989 due to 
lower price alternatives and heightened 
Y 

w m^^ger adult smoker brand offering lower every- 
w^s expanded to national distribution in April and 
s achieved a share of .6% in recent months. 

share performance is attributed to as aging franchise as 
ng losses exceed gains from new smokers and svitohlng. 

jbfut 70% of RJRT's smokers are age 35 and older. 

The older franchise is more price sensitive than younger 
smokers, and is more likely to quit smoking or switch to 
savings brands in an environment of escalating retail prices. 

The Company's share of smokers in the younger adult category 
(age IB-20) is underdeveloped — 14.0% versus 30.5% among 

total smokers. 
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BPflmgBg UNIT PROFILE (Continued) 

The Company'■ leading position in retail merchandising and 
T excellent trade relations provide distinct advantages in 
^aphieving superior in-store presence and product distribution. 

has contracts giving us a preferred position on 9 0% of 
i carton fixtures in retail outlets. 

.T he Pack Action Program provides prominent display and 

P^P*f*|remium item delivery in 13,000 key pack-oriented outlets 
bAy. nationally. 


rv t 

fhe Preferred^^^senoB Program, which combine® the leading 
Elements of poRT's merchandising efforts into an integrated 
gpckage, is ^bedpg tested in key convenience stores and^ 
supermarkets^ T° j *j 


> k comprehensi 
i|ased incentf 
RJRT's retail 

highly di 
L fc * 1 



ew trade program that provides performance-^ 
; to direct accounts and assists in improving 
re will be introduced in December. ^ 





The DrPfst M 
40 

|pecially ta 
competitive t 


'elbped capabilities in Direct Marketing an® 
jpj^aaant important competitive advantages. o 

feting data base contains the names of nearly^ 

S rs, and offers the ability to target? 
I mailings to specific audiences such atf3 
smokers, younger adult smokers, etc. a 


r- % 


i&JR's Sports^^^^eting programs support WINSTON and CAMEL,| 
Primarily thjFdtfg!^ series sponsorships in popular motorsports.g 
|ver 6 milliknr^fnns attend over 2,400 RJR-sponsored events^ 
?ach year, providing excellent opportunities for brand image- 
|uilding, pr$iirex distribution and favorable publicity. 



anufaoturin 
ielding aig: 
tlvenaaa. 



.lities and equipment are in operation, and 
nt improvements in product quality and cost 


onsumer acceptance of RJR's products has reached an all-time 
igh, and consumer complaints regarding quality have 
ecreased markedly. 


^g^^m^Fnifacturing productivity has increased by 50% since 1985 
with the completion of the Tobaccoville Manufacturing Center 
and renovation of the Whitaker Park complex. 

rjrt has made a major investment in oomputer resources which 
enhance efficiency in all aspects of its operations, and has a 
substantial rssouroe bass in advanced produet technology. 
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analysit 
f^M)#and Direct 

gyuigfr.c 
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big 

SCJM Total 4.3% 
^Reg. 3,1% 

S214MM 



3>o6MM \ 



maqna 


1989 SOM 

.5% 

DPC 

$(40) MM 


a lness strength is based on Share of Market 

uct Contribution (DPC), while Market y 

e brand's ability to contribute to the * 
flflJRT's strategic objectives in 199 0 and future ^ 

z 

I 

JPKEL is the primary brand in RJRT's drive teg 
^rmptfove share among younger adult smokers. Its 0 

S -term role is to achieve significant growth 
g 18-24 year-old smokers and provide over¬ 
share stability. Longer- term, CAMEL has 
j&au&llsnt potential for accelerated YAS gains 
^wfrreh will lead to brand share growth. 


DORjiL is the leading brand in the fast-growing £ 
savings segment. Its role in the RJR brand £ 

portfolio is is to achieve optimal volume and ^ 

profit levels through disciplined allocation of 
resources. 

MAGNA was introduced regionally in 1988 and 
expanded nationally in April 1989. Its mission 
is to increase RJR's share among younger adult 
smokers. Magna is positioned to attract 

Marlboro smokers through imagery and product, 
with the added benefit of lower price. 
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CORE BRANDS 
1MMSION 

1989 SOM 9.9% 
DPC SBBOMMl 




IAflE 

§S§ SOM 3.3% 
OPC S211MM1 


RKETNtCWBsBRA 




#jylSiM 0M 

1.3% 

*t)pc 

$82MM 

tSiH 



WINSTON is the second largest brand in the 
industry, but its market share is on a declining 
trend. Its short-term role is to contribute 
volume by maintaining franchise loyalty and 
leveraging occasional use. A longer-term 
opportunity exists for WINSTON to revitalize its 
performance with a strengthened product-based 
positioning, 

SALEM is the nation's leading menthol brand. 
Both SALEM and the menthol category are 
experiencing share losses. The brand will 
maintain near-term volume support while focusing 
on revitalization efforts involving improved 
products and marketing programs. 




was a technological breakthrough when i^. 
introduced, and it was instrumental in th$3 
h of the low tar category during the^ 
's. it is experiencing modest share! 
ines as quitting losses on fuller flavor lovfc 
| products are not fully offset by gains oi*j 
a Lights styles. VANTAGE'e opportunltie 
in building on Ultra Lights' vitality and 
er term, restaging the brand with advanced^ 
ucts which address smokers' wants. » 


e its inception, NOW has been consistently^ 
tioned as "the lowest" tar brand on theg 
maa^et. its role in the RJR portfolio is teg 
-imize the share and profit potential of thisz 
nTSfte positioning by attracting additional lov0 
smokers who want to further reduce their 
d's tar and nicotine levels. 
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u* 


1 



——- 

M 

/MORE 


SOM 1.2% 


K *2Pt)PC S86MM 

rysLad 




CENTURY 
1989 SOM .8% 
i DPC S31MM1 


MbRf is a targeted niche brand with a heritage 
product distinct ivenese. Longer length, 
brown color and higher puff count define MORE as 
a unique cigarette. Its potential can be 
leveraged through development of a new, more 
powerful positioning and effective regional 
support in its strongest market areas. 


century offers value-conscious smokers 25 
cigarettes per pack at the cost of full-priced 
20 's. Its share has been declining since reach¬ 
ing a peak of 1.2% in 1987. The brand receives 
no marketing support due to limited consumer 
appeal and low profitability. 
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Philip Morris is tbs largest competitor in the domestic cigarette 

industry, and is the only company shoving inoraases in retail 
market share. Together, Philip Morris and R. J. Reynolds aooount 
F for over 70% of the market. 




fv.il ip Morris 

Reynolds k 

& williams t3 




(Nielsen) 



Change 

is, te 

1987 

1M 

19B9E 

'86-'89 

34.9% 

36.4% 

38.1% 

39.3% 

+4.4 

33.2 

33.6 

32.9 

32.6 

- .6 

11.5 

10.8 

10.6 

10,4 

-1.1 

8.0 

7.7 

7.6 

7.3 

- .7 

7.6 

7.3 

7.1 

7.0 

- .6 

4.9 

4.2 

3.6 

3.5 

-1.4 £ 


derating margins in;the industry are generally high, averaging 


apatitive companies' margins range froii 
.lip Morris' 45.6%, 



8k. in 1986 » 
ett'8 12.4% 1 




1988 

Op. Income 


1988 

Operating 


.Philip Morris 
£of;i^lard 

Inollftry Average 


i^an 

S Reynolds* 
t Williams 





$14.06 

13.03 

11.84 

11.73 

10.32 

9.77 

2.87 


45.6% 

40.7 

39.6 

38.0 

35.5 

34.6 
12.4 


Reynolds' 1988 Operating Income and Margin have been 
p»fe*pPBkted to $9.31/M and 31.5% respectively after inclusion of 
0k ef^p&fises associated with the RJRT Development Company and 
X|B:^e#o Headquarters. 
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1988 Performance* 


Volume 

Market Share 
Operating Income 


219.3 billion 
38 ■ 1% 

$3,087 million 




mmm 


ip Morris DBA is the principal operating unit of Philip 
is Companies, the world's largest consumer goods oompany. 

PM USA provided 27% of corporate sales and 61% of earnings in 
1988. 

bther subsidiaries include Philip Morris International, Kraft 
General Foodkjp@| Miller Brewing. 


P Morris UB^ has recorded steady growth In volume and market g 
i for 24 yedif»r } Gains reflect PM'a strong performance among ® 


rer adult si 




fK USA achi< 
has average 
years. 


H USJ 
harel 
hare| 


d 

z 

Growth 



,the leading share position in 1983. Growth 
| share point annually over the last fivg 


the younger adult emoker market with a 65b 
ar old smokers. Marlboro, with a 23% retait 
pany's principal YAS brand. V 



M USA was :lat^ to introduce price/value brands, but ha| 




aptured abp 
ambridge (2? 


Philip Morril 
Hedges (3.1s 
3>r declining;. 


tegio Foousi 

Maintain Ma: 
smokers thrc 




one quarter of the savings segment witffi 
»0M) and Alpine (.6% SOM). | 

sc 

ther major brands - Merit (4.2% SOM), BeneoSj 
)M) and Virginia Slims (3.4% SOM) — are flat: 


>'s appeal and growth among younger adult 
ontinued heavy marketing spending. 


Participate in the growth of the savings segment through a 
^trong commitment to Cambridge and Alpine. 

^Stabilize and strengthen full-price brands through reposi¬ 
tionings and product innovations. 

Capitalize on its advantage in field sales size <+900 versus 
RJR) and strong financial position to attack RJR's leading 
merchandising position. 

Develop advanced technology products to meet smokers' 
demands, e.g., low nicotine, low sidestream smoke. 
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COMPETITIVE PROFILES 

gram ft m iaaa aa n 


1988 Performance: 



Volume 

Market Share 
Operating Income 


61.1 billion 

10 . 6 % 

$597 million 


ft Williamson is a unit of BATUS, tbs holding company for 
interests of London-based b.a.t. industries p.l.o. 

StW provided 68% of BATUS earnings in 1988? B.A.T.'s world- 
ide tobacco operations generated 46% of corporate profits. 


ther B.A.T. 
aper making: 



bfidiaries are involved in financial services, 
“retailing. 


8 williameg$'"* retail share has been declining about .2 


shai^f point per | 
gains 



ool (4.6% so: 
heavy menth 
smoker wants 








apri, with 
|iltra-thin pr& 
98B and has 


agio Pooust 

row ’'value j 
ew entries.! 




Losses on BftW's largest brand, Kool, havtf 
avings brands and Capri. £ 

O 

j is the second largest menthol brand. Itai 
|livery is inconsistent with younger adul® 
| its YAS share has been declining steadily.u 

% i 

BfiW's 1988 volume was in savings brands —o 
generics, private label products 
9$9, the company repositioned two established 
and Belair -- as generic priced entries. ^ 

H 

ylish, female-oriented positioning and 
t (17mm circumference), was introduced itt 
eved a .6% share. g 

8 


i money" business through repositionings and 


3 


tm 

© 


.2 “ 


2 

S 


ontinue attempts to turn Kool around through a regional 
arketing approach. 

upport Capri growth, particularly in the pacific Mountain 
ales Area. 


•S *8 

1 I 

2 

I* 


1 

3 

1 

a* 


co 

cn 

Oh 

CT- 


elop and introduce new products; the company has good 
product engineering capability, but lacks the resources 
required for a true technological breakthrough. 

Expand its export business, principally in Asian markets. 


in 

N> 
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ID 


OJ 
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1988 Performances 


Volume 
Market Share 
Operating Income 


45.6 billion 
7.1% 

$594 million 


>r£|llerd has been a subsidiary of the Loews Corporation of New 
tip since 1968. 


jLorillard provided 43% of Loews' $1.5 billion 1988 operating 
“income. 




^pFLoews ie al 8 
pi&^a nd timepiec 

I nc. P 

Lor^lard's ret4 
Newport are not 
rraining brands. 


Newport (2.9 
brands in ths§ 
appeal to yd 


represented in the insurance, hotel, shipping 
industries, and holds a 25% interest in CBS, 


bars is slowly deolining as steady gains b 
Efficient to offset weak trends on the! 


pM) is one of the few full-priced growtfj! 
iustry. Strong performance is related to itsu 
I adult smokers, Blacks in particular. 5 


xarll laxd 's ^Ipiet major brands — Kent (2.5% SOM) and Truf; 
[l.l%HSt?w) -p%re declining. 

he company had no entry in the growing savings segment 

ntil their lipfpf recent test market introduction of generic*} 
riced Harley T|pidson. a 





;egio Focus 1 1 

Support, grd 
irands if nej 

Provide minij 


id defend Newport, at the expense of other 
|upport for Kent and True. 



pest entries in the savings segment. 

iaintain high margins and generate substantial cash flow for 
.oews. 
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SQ MBETITI VB . P R O FILES 
AMERICAN TOBACCO COMPANY 


1988 Pirfornicoii 



Volume 

Market Share 
operating Income 


38.8 billion 
7.6% 

$485 million 


Tobaooo is the cornerstone of American Brands, Inc. 
tered in Old Greenwich, Connecticut* 

generated |a5% of corporate earnings in 1988; American 
ds' domest,icgp$hd international tobacco units together 
unted for ^ or its earnings. 

other subs id i a lrift a! include companies in life insurance, 
illed spirliliipi off ice products, hardware/home improve¬ 
rs and golf/leisare products. 



American has a l§§S$§I3|erm declining trend due to the agin^ 
r franchises of their^ol,d|r brands. Entry into the savings segment^ 


S 

p 



ad a shor 


ton 
inin 

(. 8 % sm 




stabilising effect of their performance 

s the largest ultra-low tar brand but i 
with Pall Mall (2.5% SOM) and Lucky Strifc 


bu, the co: 
re. Generic-^ 
any is now 
sub-generil 


o Focust 

rously def 
brands. 



s initial savings entry, is flat at a 
^ed American has achieved only a .3%. Th^ 
mpting to compete in the third price tie£ 
»tclair. g 

Q 

E 

z 

8 

rlton'e leading position among ultra-low 



1 


se penetration into the savings 
American and Montclair brands. 


segment with the 


Malibu at the mid-price level through continuous 
on couponing. 
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1968 Performanoej 


Volume 

Market Share 
Operating Income 


15.7 billion 
3.6% 

$45 million 


|>e 'Liggett Group has had a history of changing ownership in 
rioeht years. 

r The company was purchased by Grand Metropolitan of Great 
ii§i#ritain in 1980, and sold to L. Holdings in 1986. 

sat public stc^pk offering was held in 1987, but L. Holdings 
iFlw Inta Ins an^l'%syint*rest. 


subsided 


tt is the smallest of the six U.8. tobacoo companies. The 
|»y's historical trend of steady share losses has recently 
dad with thg^fc|*troduction of sub-gsnerio Pyramid in earlf^ 


Together, Li^ 
the market, w 



s full priced brands represent only 1.4% og 
ve at .5% SOM being the largest, V 



Liggett .achieved! early success with generics especiall 


olio 

brti 




Ii|3 FET increase, but has since lost a largg; 
tt business to B&W's generics and the branded 

ILi i 

"N p 

d^Sbout $2.50 per carton lower than generics § 
share of .8% nationally. Where in distribu« 

ij^ramid's share is around 2.7%. ® 

^VHWfv| 



yramid, prife 
as reached h 
s ion, however, 


:egio Focust 


|ctively cow^tejin the price/value market through represen¬ 
tation in al^^^-segments. 

fontinue nafWHtL support of Eve 120 's through limited 
advertising and promotional programs. 

Manage other full price brands on a market-by-market basis 
^ith minimal promotion and no advertising. 

k k opportunities for synergistic diversification into non- 
acco package goods. 
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PLANNING ASSUMPTIONS 
PRICING AND TAXATION 


llfifc Prigog 


Y iB expected that manufacturers will increase list prices twice 
L ea ch year from the current prices detailed below. It is 
Anticipated that increases will be announced in December and June 
f !aijd,J after customary price adjustments, become effective in 
try and July. 





nt Pricing 
1-Price Brands 
ings Brands 




$46.15/M 
34.25 


100/120mm 

$47.65/M 
35.50 


ases (Twice 
1-Price Brands 
ings Brands 


Year) 



-1.990., 

$2.50/M 
1.50 


, 1 , 99 , 3 . ... 

$2.50/M 
1.50 


,.1992 

$3.00/M 

2.00 


19 9? . 

g 

$3.00/^ 

2.00 Z 

I 


3 

e 


x on cigarettes will be increased on 0ctobe£ 
/M to $16.00/M (160 per pack to 320 per pack) r* 


b, count ies'SancP cities will continue to look to cigarette 
as a sourcflggjpf revenue during the plan period, with most 
ity in non-election years. The expected impact of increases 
te and local taxes on the national average cigarette price pel 
is as follows? ■' 


-S 






ge Per Pack' 
ated Retail Prices 



lm 

3.80 


1992 

1.00 


199.? 

4.80 



ombined effect of increases in manufacturers • list prices, 
ederal Excise Tax, state and local taxes and wholesale/ 
markups is reflected in the following estimated retail 
per pack of cigarettes. 



i&SLCL- 

199-1. 

1 S£2.. 

1993. 

Full-Price Brands 

$1.57 

$1.89 

$2.04 

$2.24 

1 Increase 

13.8% 

20.4% 

7.9% 

9.8% 

Savings Brands 

$1.26 

$1.53 

$1.64 

$1.80 

% Increase 

13.5% 

21.4% 

7.2% 

9.8% 


cn 
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co 
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VOLUME 



illions of Cigarettes 
, % ^Change 


1913 ?.. 

514.1 

-7.8% 


1290- 

506.8 

-1.4% 


1991 1932 ... 1223. 


467.8 

-7.7% 


453.3 

-3.1% 


434.6 

-4.1% 



989 industry shipments reflect the impact of the higher 
anufacturers' price increases, extensive state tax hikes and 
JR's excess trade inventory elimination. 




industry shi; 
|)rice increa| 
on savings y 
Assumed on it 
|or the yeaf 
yhich was de| 

industry shi| 
full impact <c 
manufactured 
aid J uly. L 

Dther^PPy as; 



ncreases going 
avings) in P&; 


>j|pgfc volume for 1990 assumes two manufacturer 
is of $2.50/M on full margin brands and $1.50/M 
irands. A 160 per pack FET increase is also 

S /§0. Despite these increases, shipment volum^ 
i^ljdown only 1.4% versus 1989 shipment volume^. 
g ; e|ffed by RJR's excess inventory elimination. | 

volume in 1991 is down 7.7%, reflecting th§ 

a e late 1990 FET increase, as well as $2.50/M 
e increases ($1.50/M on Savings) in Januar* 

l^nptions include: Heavy state tax hikes in thg 
ll^dnon-e lection years and manufacturer price 
ng t° $3.00/M on full margin brands ($2.00/M oh 
^aP/1993. Finally, it is assumed that there 


ill be minimP^development of the third price tier; howeverS 


pompetition 
intense wit 
ralues. 






ons of Cigaj 
hange 


n the savings segment will become much more 
re extensive couponing and higher coupog 


1989 199 0_ XS.8.JL 19.9.2— 12&3- 

150.1 155.1 146.3 143.3 140.8 

-15.3% +3.3% -5.7% -2.1% -1.7% 


RJR shipments for 1989 reflect the impact of the factors 
^iscussed above, i.e., $2.50/M manufacturer price increases, 
Extensive state tax hikes, and the elimination of excess 
trade inventories. 

RJR's shipment volume increase in 1990 is due to the trade 
inventory adjustments in 1989, which negatively impacted our 
1989 shipments. RJR shipment volume for 1991 reflects the 
full impact of the late 1990 FET increase. From 1991 to 
1993, the Company's volume performance benefits from improve¬ 
ment programs on established brands and the introduction of 
line extensions and new brands. 


R0008351 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!E83yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 




PLANNING AS SUMPTIONS 


ps egjc t yp iuw* 

^ Quantities of cigarettes manufactured by RJRT for export by RJRT 
"iternational will increase each year throughout the Plan period. 



'Billions 
Change 


j^^fcarned Goods 


19.S.S 

29,9 

+ 12 . 0 % 


1222 

30,0 
+ .3% 


im 

33.7 

+12.3% 


1992 

36.5 

+8.3% 


Jiii 

38.9 

+ 6 . 6 % 


^S^volume of Returned Goods will decrease in 1990 and 1991 to £ 3 
l.S^billion unit/1fus!taining level. fS ® 

issf i 




Billions 



1221 

1.5 


1222 

1.5 


ES wi 
RJRT's 


W a 
c 

5 -I 

, i 

~ (3 


aged to achieve a significant improvement ic -g 



jin in 1990 and beyond. 


31 

H H 


>*© 

a 

** 





_ . Percent. 

of Net 

Sales 

s | 

1222 

20.6% 

122 s 

19.5% 

19.9.1 

19.2% 

1221 

17.7% 

1995 | 

Z to 

17.8%| 

1 

25.6 

22.4 

27.2 

26.5 

28.5 1 

19.1 

16.7 

16.3 

15.7 

15. 4 

34.7% 

41.4% 

37.3% 

40.1% 

39.1% 



riable Cost 

rketing and 
rchandising 

her Fixed Cds 

P 

erating Margin 


^neB8 Unit Contribution 

n^ss Unit Contribution will increase at an 12.2% compound 
growth rate during the 1990-1993 Plan period. 


<_n 
»—* 

U> 

Cn 

O' 

-J 

M 


Millions 


-1589 

$1,719 


199? 
$2,355 


199,1 , 

$ 2,220 


192 2. 
$2,594 


.129-2- 

$2,725 


tn 

to 
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R0008352 


'^Capital Expenditures will average $149 million per year over the 
JX99U-1993 Plan period. 


.lions* 


- 1 93 . 9 . 

$185 


, 19 9,0 
$144 


1991 

$142 


-. 12 . 92 ... - 19.92 


$167 


$145 




lions 


♦Excluding capitalized interest 



Cash Flow teggjyfegtotal $6.7 billion during the Plan period^ 
ging $1.7 bTlTlgn per year. J 


1 M -1M1- 1992 .. 


$1,723 $1,540 $1,705 $1 


I * 
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CONFIDENTIAL 










_E£2E_ 




Mission Statement and Performance Standards . 


Areas of Focus 


Marketp 



erformance 


Retail $nd Tirade Presence 

5 *-*5KiP'* ? 



Product! 


Externa 


Organizal 


>rmance and Market Responsiveness 



J.ronment 


il Effectiveness 





magement 


39-40 

n 

41-4 2 °^. 
Z 

43-44H 

a 

4 5-4 6j| 
47-48P 
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MIBBIOK BTkTEMEMT 


Maximize shareholder value by achieving profitable, sustainable 
market share coupled with optimal cash flow, earnings and asset 
deployment, 

f Tiie Company's criteria and areas of concentration for successful 
fchievement of this Mission focus on: 

Building strong, profitable, competitive brands that contrib¬ 
ute to long-term vitality. 

Becoming a truly market-driven cigarette marketer, gaining 
competitive advantages through marketing and product 
innovations. 






Providing s^ 
service to 

ptinizing 
tivity, ast 
consistency 

Building a 
highly motii 



>r quality products to consumers and superior | 

Si trade. J* 

|>f|Ltabil ity through improvements in product 2 
^panagement, operating margins, quality an$ | 
linings. z = 

A 5 3 

ibnsive, results-oriented organization with « a t 
management team and workforce. ^ 1 - 

5 a * 

t 1 S 


pgRTORMA wcB . gaamaBBfl 


hieve#p^| balance of marketplace 

ormance over the] 1990-1993 Plan period. 


and financial 


<j <=> 
* 1 






il Share 
nd 


Unit Contrib. 
end 


operating Margin 


11,082 

^-10.5% 

$1,719 
+ 4.2% 

56.1% 

-1.4 


34.7% 


JBlAZL 


f- 
z - 

g s 

E ? 


E 4 


199Q- 

31.7% 
- .9 

n 

+59.2% 

2. yo/ 

+37.0% 

83.6% 

+27,5 


41,4% 


1991- 

32.4% 
+ .7 

$1,540 

- 10 . 6 % 

$ 2,220 

- 5.7% 


. 1222 - 

32.7% 
+ .3 

$1,705 

+10.7% 

$2,594 

+16.8% 


jmg z 

33.5% 


+ .8 

$1,748 
+ 2.5% 

$2,725 
+ 5.1% 


37.3% 


40.1% 39.1% 


Progressively increase margins to equal, then exceed the 
industry average. 


U7 

IT 

U7 


tn 

to 

CO 
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AREAS or FOODS 


To accomplish its Mission and achieve its Performance Standards, 
Reynolds Tobacco will focus attention on the following six areas 
and achieve the accompanying strategic objectives during the 
1990-1993 planning period. 




Marketplace Performance 

Reverse RJRT's declining share trend by capitalizing on 
growth segments of the industry and by strengthening core 
brands' performance. 

Re tail and. Trade Presence 

Refocus retail and trade priorities away from quarterly g 
loading and ,^#ard improving RJRT's retail market share. | 
Gain operatp^g tnd financial advantages through improvements jr 

n product distribution and inventory management. m * 

I * at s 

fxsflgn aawfaa mfl HftrK tt L.Rt»Rgngly.«>B» * 

Gain compe product advantages, meet existing an& 

emerging coi Mir demands and attack marketplace issues witw 
reliance ori tjv$ strategic utilization of new product an& 

ies. 2 

£ 


process tec 




marketing 
posture to 
litigation 
financial o 






ue opportunities which enhance the Company'«g 
perating positions and adopt an offensive? 
end against legislation, regulations an<£ 
ph threaten achievement of business an<jg 
ves. z 


•§ 


P xqflnigatioaal w gffeotivene8s 



Change thosj 
usiness re 
.will allow 
19 9 0 ' B • 


lhanoial Management 



tural aspects of RJRT that run counter to 
and foster a new set of attributes that 
ttainment of Company business goals in the 


Ch 

£» 

U> 

tn 

<r> 

-j 


Create a corporate culture which engages all employees in 
active cost management and ensures that financial objectives 
re met. The Company will strive to become the industry's 
west cost producer of the highest quality cigarettes. 

The Areas of Focus are outlined in greater depth in subsequent 
pages, along with key 1990 action programs supporting each. 


Ol 

to 
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XRE* 07 FOCUSt MARKETPLACE PERFORMANCE 


Strategic Thrust : Reverse RjRT's declining share trend by 
capitalizing on growth segments of the industry and by 
strengthening core brands' performance. 



's retail market share peaked during the first half of 1987 
has been declining since then. The forces responsible for 
s share loss, if unchecked, will continue to influence our 
etplace performance. 

RJRT has been losing smokers, primarily to quitting, 
faster than it has attracted new smokers and switchers. 


Competitive 5 companies are increasing their usage 
discoun%&ng^nd introducing new savings brands to utiliz 
their p roSSd tion capacity and meet smokers' 


lower pi 

s busines 
concentrated in p 
younger a 
driven, t 
ise^jwhich i 
prlpPpra 


products. 




Of 
z %) 

demands foffl 

I 



an 

ser of smokers 
/value bene 
of the mar) 
bird of inc 


EfliMi 





thin the smoking population is heaviljfc 
older age groups, with a significant deficit 
mokers. The Company's share performance hn& 
large extent, by its predominantly oldefi 
a greater propensity to quit or switch t<^ 

f escalating retail prices, an increasin 
are switching to brands which offer 
The savings segment is projected to grow t 
in 1990, and could represent more tharg 
volume by 1993. z 

O 


g younger adult smokers to position RJRT for 


rands with strengthened product positionings 




uild share 
ong-term g; 

evitalize 

consistent With their brand equities. 

I 

Develop and launch new brands which 
nmet smoker wants. 


address the greatest 


EM 

5. 


apitalize on growing demand for lowest price products. 

and profit potential of RJRT's 


Optimize the share 
market-niche brands. 


(Additional details of these Strategies are provided 
Marketing Plan Summary section.) 


3 B 
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XREX 07 FOCUS t 


gtrateai o Thrust ; Refocus retail and trade priorities away from 
quarterly loading and toward improving our retail share. Gain 
operating and financial advantages through improvements in product 
distribution and inventory management. 


: -One of the Company's competitive strengths has been its superior 
w^fret^.1 presence and preferred supplier status among key customers, 
external pressures threaten traditional cigarette marketing and 
Pt&iiotion strategies, the retail environment will become even more 
tant, and key competitors are aggressively attacking RJR's 
.flips?"© tending leadership position. Philip Morris, in particular, 

‘ :;has launched an unprecedented assault on RJR's stronghold in 
^-^W^r^handislng. t^nd is using its extensive financial resources to 
in-store preBe| 5 §e. 

^ ^^^C oropany ' b decision to discontinue trade loading practices, 
ifjrov|de6 opporlfu&itle6 for more competitive and productive 
utilization of sales force and operations. Elimination & 

JsS^pfes trade inventories also provides an opportunity f 
F. ^^M ^ciel impro^fftipsts in product distribution and inventory 
-management, whilaJSat the same time, requiring improved planniita 
management cSntfdls to ensure customer service levels are me€t 




ntegi 



Younger A< 

Special 

Savings si 

New Brands 
Special ifi 
consumerh 


s "retail activities with key marketing 
hategic business opportunities. 

mj Smoker Programs 

SSe^t Programs (Hispanic, Blacks, Military) 

pgent Programs 

Introductory Plans 

Itsff Brand Carton Programs 

hsfsion: Increased consumer usage of RJR 


plafe. 


z 

o 

brands 


wmm 

m-2 ri 



via personalJinvolvement programs 



©fend again fe^ ^jgcreased competitive merchandising activity by 
eploying reduced resources on a prioritized basis, emphasiz- 
ng package programs in the most important retail outlets. 



Lock-in and integrate merchandising programs to establish 
an in-store position for maximizing promotion and adver¬ 
tising impact. 

Emphasize package merchandising through increased 
penetration of pack outlets, package sales in super¬ 
markets, and special market outlets. 

Increase the flexibility of programs to allow co-existence 
with competition while maintaining the leading position in 
fixtures and minimizing trade payments. 

Leverage current in-store programs to maximize the benefit 
of savings brand merchandising. 

Emphasize special fixtures and regional chain opportuni¬ 
ties to establish long-term merchandising agreements. 
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Y 




strengthen our services and support to direct accounts to 
achieve and maintain the status of preferred supplier. 

- Successfully implement "Partners in Performance", a new 
program which provides performance-based financial 
incentives to direct customers. 

- Implement the new "Value Added Service" program as an 
incentive opportunity for active participation by our 

| customers in promoting RJR products. 

Continue to maintain competitive trade partnerships 
| through quality-oriented trade relations activities. 

r Opportunistically acquire competitive private label 
§ busines&sj.n targeted wholesale and retail chain accounts. 


PI 




& 




feedeploy SajfsHr 
gall frequency 

f- Expand pE) 
j nationally, 

implement at|^| 
or exceed 19:90 


Reduce 

bffflon 

Gtippbrt 



Reduce 

million. 

Reduce j 



Resources in order to expand call coverage andj. 
priority accounts. ^ g 

i S 5 

El Chain Service Representative concepts 

, © W 

M z a 

§ 

linage the new inventory management plan? megjt “■ . 

l| al8! 111 

phed goods average inventory by at least 507 | 'f 
ilb while maintaining sufficient inventories jl 

ie transition from downtown production tp*> « 

^/Shorefair. < f | 

^ P H "3 

S^ng Capital carrying costs by at least $$]* 

i*- e H 

rrhed goods by 1.5 billion units, achieving ^5 

___ a . » i « « i _ 13 



savings M»«®yer $47 million. ~ 

Reduce tNiil^verage age of product sold at retail by 41? 
weeks. 
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AREA OF FOCOBl 




6tJfttecf ig__._ Jhrust : Gain competitive product advantages, meet 
existing and emerging consumer demands and attack marketplace 
issues with reliance on the strategic utilization of new product 
and process technologies. 

&&C&SU&U&4: 


O^Cg rifeumer acceptance of RJR's products has significantly improved 
1987. However, we continue to have competitive deficien- 
Physical quality and appearance of products and 
HffPicK ages, product freshness, and brand imagery. Additionally, the 
f^fiM^any has not as yet marketed successful new products which 
an increased share of markets such as younger adult 
,;£w e rs and smo)|ers with personal and societal product wants. 


jflopment, 


ture and marketing of new and improved 


|pcts over bgth^the short and long-term horizons could be 



Cted by ei 
fcmer produc 
include: 


fi^g external factors affecting the tobacco 
si*BJustriee. Those areas of critical concern < 


"^Consumer and health organizations' commitment 

achieving a Asmoke free society" by the year 2000 
^ans/restric^^^ on production/use of Chlorofluorocarbons 
gulation of additives and pesticides 

gul|^ibn/t|li£i^i^on of non-recyclable materials/packaging 
lls^T seM-extinguishing cigarettes 



alls; 



Jenerate ne^-^piness opportunity with competitive advantage 
>y developlngsjplnnovative. traditional and non-tradition^. 
>roducts whlPh^.pi'ovide consumer benefits. o 

Develop' products which achieve acceptance among younger 
adult sili^ii^. (SB, CAMEL FC, UT, SALEM GLD, VF, 83mm Box 
Conversion.)* 


1 - 
s ►- 
■o (T> 
£ *■ 
a, u> 



r Develop HsT product for possible introduction as a solo £ 

menthol lllfa^eric-priced brand to offset competitive ® 

pressure. ’ ’~ 

Prepare for entry into the third price tier as competitive 
conditions require. 

S T ^entify and develop product and process technologies which 
n be used to develop products to meet current and emerging 
nsuroer wants. 


Develop new technology products addressing personal and 
societal issues using a market-driven priority agenda. 
Improve success in translating technology-driven products 
into market successes. 


• CHELSEA/GR 

• VANTAGE Excel 


• Beta 90 

* Alpha 


R0008361 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWiafflltv.industrydocuments.ucsf.edu/docs/yhjl0001 


3 . 





5. 


“ Implement the tobacco expansion program. 

• Qualify HCFC-123 as an interim expansion agent 

• Construct a C02 Expansion Plant at Tobaccoville 

• Develop SF6 process as a potential replacement for C02 

Increase the value of existing products through demonstrable 
improvements in quality. 

- Strengthen the actual and perceived quality of our 
existing products. Priority brands are: 



WINSTON 

SALEH 

VANTAGE 

Maximiz 
new pro 


Evaluat 
10 maj 
develop 
These w 



superior Quality initiative (1990/91) 

LCS (1992/1993) 

Test new products with low menthol (1990) 

Test advanced-technology line extensions 
1991-93 (Excel, Beta, GT) 

duct benefits and blend uniformity provided by 
s and equipment. 

eaction flavors and reconstitution process 3 
Replacement 


3 1 

Z 5 




product quality management systems. Identify 
ality issues to be addressed in 1990 aw 
prams to address targeted priority issue& 
elude, but not be limited to: 5 

u 

Print quality ^ 

Contamination j 

Film appearance < 


cigarettes 

atter 

ed defects 



Refocus 

strategy 

Effecti 

increas 

efforts 






Improved shelf life £ 

«sl 

^ Total Quality First Committee as an executi 1 ^ 
’am defining corporate issues and objectives. 

leverage the TQF process as a method 
ployee participation in quality improvem 
cus improvement efforts on: 

ality and performance 
characteristics and packaging 
and stability 

Expand product understanding through a knowledge base of 
chemical, physical, and behavioral information that can be 
ised to develop technology for cigarette design. 

I 

Continue programs which address environmental and 
' regulatory issues. Priority areas are ETS, ignition 
propensity, pesticides, herbicides and consumer satis¬ 
faction/nicotine . 

Coordinate/strengthen opportunities for synergy with RJRTI. 

Global manufacturing and sourcing 
- Advanced technology market introductions 

42 
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area or roccet 


Btratealo Thrust : Aggressively pursue opportunities which enhance 
the Company's marketing and operating positions and adopt an 
offensive posture to defend against legislation, regulations, and 
litigation which threaten achievement of business and financial 
objectives. 



operates in a highly restrictive and increasingly hostile 
yternal environment which is having a profound impact on the 
asgany's operating freedom and ability to achieve business 
vjectives. Anti-tobacco activities have intensified and 
Ideations are that this trend will continue to accelerate. 




Leal issues 


Increased taxat 
increased rest! 
md local le^^ 

Restrictions .gen 

r DA jurisdidfcie 



R, and the industry, are: 


at all levels (federal, state and local) » 
|tions on smoking (particularly at the state“ » 


'* ■ Chlorofluorol 
tV ^C hanqes in t| 
♦-X- Iferoduct liabl 

!.^^ire & ^^ty e | 


^Enhance effol^lF^o protect the Industry's support base. a "g 

I* Continue^^J.everage RJR's Partisan Program and develop 
\ coordinated 4 industry effort to mobilize the srookeV B 

¥ constitu%incy\ into a powerful "grass roots" political^ 

4 force, -§ 

b Strengtl^^eupport among growers and tobacco interests byJE 

J continui!$gjp^> maintain an effective tobacco program while 
achievirtj&®yyjexibility for RJRTC in its domestic and 

imported?toB'acco purchases. 

»*• Develop and expand programs which enlist the support of 
all Allied Forces (trade, employees, non-tobacco allies) 

^ in addressing specific anti-tobacco issues. 

f* Utilize RJR Corporate Affairs expertise to build strong¬ 
ly holds among minority smokers, organizations, and media. 

Strengthen efforts to protect smokers' rights and actively 
support the freedom to advertise, market and smoke our 
products. 

- Implement programs which utilize all available resources 
on an integrated basis (including lobbying, PR, "Grass 
Roots" and Allied Forces) to restrict unfair tax increases 
and smoking restrictions. 


Advertising and promotion of cigarettes 
|yover cigarettes 
H>n bans 
tobacco program 
ty litigation 
preemption 

related to cigarette usage 


- 

z | 

ss I 

M e t 
© ‘8 S 
© 1 * 

£ s s 
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Ismwi: 






Provide leadership and strategic direction to the Tobacco 
Institute to achieve coordinated, industry-supported plans 
and programs. 

Implement strategies which address legislative/regulatory 
attempts to restrict cigarette advertising and promotion. 

Expand efforts to resist unreasonable restrictions on 
smoking in public places by: 

• Implementing a program to gain enactment of pre¬ 
emption laws giving states the right to establish 
consistent public smoking rules throughout their 
jurisdictions. 

• Develop an enhanced means of identifying and 
coordinating industry resources to resist local 
actions when state preemption does not exist. 


dentify and K 
redibility 8 

Clarify 

issues. 




ue opportunities to improve tobacco industry 
ght of prevailing anti-smoking pressures. 

tions and correct misperceptions on 



Enhance 

developj 

under-ac 

Enhance 

visible 

alliitsmc 








industry's position on youth non-smoking ^» 
more proactive, visible program discouraging 5 
liking. * a 

™ ETS program by developing more proactive, 
c communication of the scientific weakness s 
TS claims. fc* 

O 

eminent relations and public relation^ * 
ch build local and state credibility f|j: g 

Deploy Compisny contributions strategically in support J 
four kej^^areas (education, community welfare, econom&g 
developmfHTPand agricultural/scientific support). © 2 

Create > ™*|egal, regulatory, scientific environment^ 
conduciv||^^marketing advanced-technology products. 5 

' £ 
1__3_1 j .1.1 t li... .33 e< 


iipge the product liability challenge. 

Maintainr^pl^lbrity focus and resource commitment on tort 
reform issues. 

Manage cases and ensure the effective communication of the 
industry's position to the public. 

irectly challenge unfair and inappropriate behavior as well 
the agenda of the anti-smoking zealots. 

Challenge credibility by exposing their prohibitionist 
mentality. 

Put antis on the defensive in areas important to them. 
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KRZK OF FOCUS I ORQXMI2ATIONAL EFFECT IVli KB BB 


Strategic Thrust ; change those cultural aspects of RJRT that run 
counter to business reality, and foster a new set of attributes 
that will allow the attainment of Company business goals in the 


r 19,90's. 






m 


iughout the 1980's, the environment in which RJRT operates has 
brgone significant change, spurred by ever-increasing 
llenges to the viability of the cigarette industry. 

result, the business environment in the 1990's will be unlike 
seen before within RJRT. The business challenges will require 
tivity, initiative, risk-taking, and a sense of urgency that 
h with many i^^ebts of our established culture. 



;egies ; 

Continue re 
organizatio 
exciting pi 



O'. M 


work. 




;ping a strategic direction that energizes thjfe 
ngs about productive change, and makes RJR tu> 

* 

internal communications programs 
mployee understanding of Company issues^ 

needs and problems. E 


§ 

3 

e 

3 

a 

e 

o 







and ind 
plans a 
change 

Continu 

visibil 

tilize em: 
perational 

Develop 
survey 

Prepare 
done in 


forts underway to assign clear departmental 
1 accountabilities. Focus annual performance 
ograms on priorities which create producti^ 
fetter financial results for the Company. g 

^actions which improve management credibility arjj 


11 


•O 

2 

■8 

i 



feedback to help 
es in the Company. 


achieve cultural and 


1 

Bu 


n programs based on results of the employee 
onducted in late 1989. 

for a second Company-wide employee survey to be 

1991. 
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3 . 


Strengthen employee development, performance assessment and 
recognition systems. 

Implement improvements in performance assessment instru¬ 
ments and counseling. 



- Expand employee recognition programs to include a broad- 
based awards program and non-financial recognition 

approaches. 

Support the maintenance of an environment free from third- 
party intervention. 

Reduce human resource costs while maintaining attractive pay 
and quality benefit programs. 




Improve employee productivity in all operations. 

- Continui^^e^forts to eliminate non-essential 
including nop-essential paper generation/retention. 

utilizeiMbmputer-based technologies appropriately. 

Develop clo operation and synergy with RJRTI. 


work. 



s a means 
and e^^rin# 
chal Helped 
by ^a^cin 







We work 

by focus 
smokers 
support 

We will,be 
We will 
provide 
to each 


unicating, the Company's new direction u j| 
..-r-oyee commitment, the workforce has been £ £ 
"Build The Best Tobacco Company in the Business," « 
’following principles: < g 

P H 

mokere. We will increase our share of markSbg 
our efforts on satisfying the desires °f , II 
r than any other company. We will activelyz '*» 
freedom to smoke. 0 S 





own for superior quality is ell that ve do. _ 
and market superior products. We will £ 

ior services and support to our customers and fc 
We will demand the same of our suppliers. 


| WM. 



We will be the moat innovative tobeooo company. We will 
direct our energy and resources toward anticipating and 
creating business opportunities. 

we will share a passion for winning. Our successes must 
come at the expense of our competitors. We will 
aggressively seek and exploit every competitive 
opportunity. 

People are the strength of our company. We will work 
together, challenging and encouraging each other to be 
creative, decisive, and to take risks. We will be 
recognized and rewarded for our accomplishments. 
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AREA OF FOCUS: FXM&ttCIAL MANAGEMENT 


Strategic Thrust : Create a corporate culture which engages all 
employees in active cost management and ensures that financial 
objectives are met. The Company will strive to become the 
industry's lowest cost producer of the highest quality 
cigarettes. 



ivery of cash flow and earnings has received renewed emphasis 
]the Company's primary financial performance standards, 
vement of necessary improvements will require challenging 
raditional operation of the business. 


es will b« 
tive managt 


Strategies : 




ncrease inc 
erformance.1 


Implema 

departm 


K 


'$3 





Undent on improving profitability through 
sntand improved productivity of all resources. 

£ 
S5 


al accountability for improving financial | 


ifw standards 
^activity. 


and analytical measures oi 


3 

a. 


valuate management's 
expenses and assets. 


performance in 


u 

th£ 


§ s 

3 ” 

E * 

I £ 


* 1 


chieve financial 
anagement. 


benefits through improvements in leag ^ 


■o 

h i 





a 

a 

Aggressl ^#T y , pursue opportunities for increased usage ofj? 
importedfTeaf. R 

Evaluat es and implement, as feasible, cost-effective 
strategi«ifffn leaf sourcing, utilization, operations and 
financi 


ain finan 
services. 



E 

V 

1 

© 

1 

1 


improvements in our sales and marketing 


■mm 



Reevaluate credit terms to ensure optimization of cash 
flow, risk management, and competitive position. 

Modify the EFT and VIP programs within the context of the 
new pip trade incentive program to improve collection of 
Accounts Receivable. 

Test the validity of radical alternatives to existing 
marketing and sales programs and procedures. 
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4. Improve productivity and operating margins. 

• Reduce variable labor and departmental overhead costs per 
thousand cigarettes produced by 5.8% in 1990. 

• Increase output per person (all Manufacturing payrolls) 

\ by 23.7%, 

r V Identify additional salaried staffing reduction 
opportunities in Manufacturing, Engineering, Quality 
Assurance, and other areas. 

Reduce manufacturing rejects and scrap by $5 million. 

Reduce coupon redemption costs by 9% while maintaining 
control haver, misredemption and providing increased data 
for mark efe fifc effectiveness. 


Itnplemei| fe^re finements to the manufacturing cost budgeting^ g 
and for^Mting system. 8 2 


* S 

n 
a 
S 



Implemet 

attainm* 



propriate pricing strategies 
f financial objectives. 


to support! 


ggies which optimize capacity utilization o& 
ilities. a 

part£ 


terials, raw materials, and spare 

■ 

mi 

< 

improvement programs in sales materials^ 

goods 


hd maintain finished 
4 weeks of sales. 


inventories^ 

8 



Reduce ras*LJnJiterials and spare parts inventories by 10%, 
ontinue th«^^^osition of idle/obsolete assets. 

ale of the Lexington Stemmery. 


Oversee 

Determine the optimal use of downtown Winston-Salem 
properties; end cigarette production at Factory Number 
12, and evaluate the feasibility of continued operation 
of the Bailey Power Plant. 

Accelerate efforts to dispose of unneeded Machinery and 
Equipment. 
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A new Mission Statement which challenges and involves 
employees in building a stronger Company. 

Revised Performance Standards that measure RJRT results 
critical to achievement of RJRN objectives. 

J - Share of Market - Business Unit Contribution 

^ - Free Cash Flow - Return on Investment 

i - Operating Margin 

Increased commitment to and investment in improving share 
: .4mong younger adult smokers using established brands, line 



xteneions aii 


,ew initiative 
^rengthened fp*f© 

efocusing r^taJ 
oading and 


entries. 

to revitalize 
ct positionings. 


core brands 


through 

oe 



Strategies fi 

till finished 4 


kdopt 
F>g n 
ssuej 



Ians to ref| 
f increasing 


Iggressive ei 


'F| and trade priorities away from quarterly 
$j?d improving retail share. jg 

mi £ 

improving product distribution and management^ 
j ag inventories. 5 

market-driven priority agenda for develop-^ 
ogy products addressing personal and societal*. 

P 

«s4the Total Quality First concept as a weaned 
mpioyee participation in quality improvement. ^ 
w* z 

to improve tobacco industry credibility iig 



ight of preya^A^ng anti-smoking pressures. 

teps to dirfesig^f challenge the behavior and agenda of anti- 


S teps to dir^M^ challenge the behavior and agenda of anti- 
moking zealots.; 

^fforts to assJbgaj clear departmental and individual account¬ 
abilities, emphasis on productive change, increased 
Responsiveness and improved financial performance. 

Utilization of employee feedback and revitalized internal 
Communications to help identify issues and achieve cultural 
land operational changes. 

Creation of a corporate culture which imparts a sense of 
urgency to all employees in efforts to become a leaner, more 
cost-effective organization. 

Investigation of innovative approaches to asset rationali¬ 
zation and deployment. 
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R. J. Reynolds Tobacco's 1990 Marketing Plan is based on five key 
strategies which address the marketplace issues confronting the 
...Company, 1990 resource allocations reflect the relative priority 

each strategy except in the case of new brand development 
|W|ijfh includes pre-market and test market expenditures only. 

r^i , % of 

|lp4- Strategies _ gpending 

share .among younger adult smokers to position 
ZjFjk JRT for longterm growth. 43% 






Reverse ^RJR^ 
18-20 

17.4% lrLali* 
Invest in^ti) 
strated : po£.)i 
Develop 
sub-segnU rnt^ 
Expand Y&fel 
(Hispanic,?) 



evit^ 

ropof 



/s historically declining share of 
Id smokers by gaining 3.4 points to 

llEL and MAGNA, brands with demon- 
fitial among YAS. 

t rands to take advantage of YAS 
pportunities (Projects UT and VF). 
|-and efforts within Special Markets 
lack and Military). 


- brands with strengthened product 
insistent with their brand equitias 


Launch new SALEM products to re-establish younger 
adult sirHIlin appeal; increase brand loyalty among 
SALEM's oi||&r franchise. 

Provide meaningful product benefits to create 
switchir|g_gp£ortunities for WINSTON and VANTAGE. 


Ill 

z -s 
a E 

£5 



evslop and 
reatest una 


mob new brands whiob address ths 
smoker wants. 





I* Retest CHELSEA with a stronger marketing proposition. 

ContinuepSii^lopment of products that address 
^ smokers' personal and social acceptability concerns. 

Address the growing demand for lowest prios products. 1 

J* Sustain DORAL's savings segment leadership. 

I*.- Explore additional low price propositions. 

OptimiEe the share and profit potential of RJRT'a 
market-niche brands, NOW and MORE. 

• Improve and extend communication of NOW's 
'’Lowest" in tar and nicotine positioning. 

• Develop a new positioning for MORE and target support 
geographically to maximize profitability. 
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F The projected allocation of marketing resources during 1990-1993 
L Ulustrstea RjRT's long-term commitment to the five key 
^strategies, and also reflects shiftB in priorities in response to 
LiJB& ehging marketplace conditions and development of the brand 
t ybdrtlolio. 






g^uilding share among younger adult smokers will require 
Substantial, sustained investment. 

Continued sper^y,|ig on core brands will be essential as new | 
||>roduct-base|||pSiiitionings are developed and implemented. J, 

9 

Tiajor new brpfh^t^lntroductions are planned for 1991 and 1993. g ^ 

Readership Jt^fle savings segment will require increase^ | 
Resources a^^^ume grows and competition intensifies even. 2 
xurther. £3 5. 

.Limited spenjd jngfd: on market-niche brands will optimize theiS 

ffeofitabilitlTPl a I 


1990 1991 1992 


^uild younger *cult smoker share 43% 31% 30% 



levitalise odrT^rand. 


aunoh hew 


Address savings segment growth 


35 33 32 


16 21 27 


imp 

I 

25% | 
8 




>tiaise niche brands 
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Volume 

RJRT shipment volume, in billions of cigarettes. 

\ Actual Estimated 


jJcAMEL (Ex. Reg.) 

Total CAMEL 
PORAL 
%AGNA 


J1KSTOK 

SALEM 

VANTAGE 



r -jp 

MOW 

b3§| 

M^ORE 



others 

Total 




Actual 

-AIM 

13 .5 

15.2 

24.2 
18.7 

.6 

117,0 

60.0 

40.5 

16.5 

12.1 

5.7 

6.4 

_ Ll £ 

177.2 


.12-1.4 

13.9 

20.4 

19.2 

2.8 

93.5 
48.0 

32.3 
13.2 

1 SU£ 
5.1 
5.4 


150.1 



retail sh« 


fielsen Food/Gas). 


mHMMMMn 

WWt MWWW 


:l P^AMEL (Ex. R 
p^gjrotal CAMEL 
4^JDORAL 
jT%GNA 


IWTNSTON 

SALEM 

VANTAGE 



Actual 

-AIM 

8 . 1 * 

3.1 

4.4 

3.6 

.1 

21.1 

10.4 

7.3 

3.4 


Estimated 


9.1% 

3.1 

4.3 

4.3 

.5 



20.0 

9.9 

6.9 
3.3 


MORE 

others 

Total 


32 . 9 % 


■JLuQ 

32 . 6 % 


Plan Change 

1990 *89- f 90 


50.9 

15.5 
22.1 
24.7 

4.1 

91. P 
48.4 
30.0 

12.6 


155.1 


Plan 

1990 

lflxM 

3.3 

4.4 
5.3 

.6 

17.9 

9.2 

5.8 

2.9 


31 . 7 % 


+ B.S 
+ 1.6 
+ 1.7 
+ 5.5 
+ 1.3 

-2.5 _ 
+ .4 1 
-2.3 I* 

Jh- 

+ ■£ I 
• •% I 

us r 


+ 5 . 0 J | * 

,04 

|I1 

s I 

Chang ^ 2 

1 

+ 1.4 » 

+ .2 e 

+ ,i 
+ 1.0 
+ .3 

- 2.1 

- .7 

- 1.1 

- .4 


- .2 


- .9 
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MARKETING STRATEGIES AKE l»»fe PROGRAMS 


1. 


r \ 



Build share among younger adult smokers to position RJRT for 
long-tom growth. 





arket CAMEL with a single-minded younger adult smoker 
ocus, emphasizing 18-20 year-old males. Increase 
’AMEL's share of 18-20 year old smokers by 2.5 share 
oints to 8.3% in 1990. 

Implement a continuous targeted marketing approach 
which leverages the brand's personality through 
relevantr Vand appealing advertising and promotion 
programs 




Generatef 
impact 

Provide 
competi 
market! 

Optimiz 

then-bran. 





big brand” presence with unique, high | 
ising in national and local media. J, 

S 

erageable points-of-difference versuifj g 
^through improved products and the testr -s 
^Project PC. 


£ 


olidify-MA 
hat compe 
GNA's ehar 
oint to 1.3 


Modify 
Marlboro'i 


Xmpleme 
its ma 
market! 
out-of- 



orts Marketing sponsorships to reinforc_ 
ance among target smokers by associating 
With their interests. £ 

position as a younger adult smoker brand 
directly against Marlboro. increase- 
18-24 year-old male smokers by one shard 
1990. | 

fid 

to provide product attributes more lik^ 

z 




J 


h impact programs to attack Marlboro 
metro market strongholds via field 
lee force involvement and '’landmark" 
dvertlsing units. 


Provide national retail promotions 
point-of-sale advertising. 


and impactful 



evelop new brands to take advantage of younger adult 
oker sub-segment opportunities. 

Test market Project UT, targeted to Newport's strong 
franchise among younger adult Black smokers. 

Test market Project VF, designed to attack Marlboro's 
vulnerability among younger adult female smokers. 


tn 
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co 
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(Cont.) 




Expand younger adult smoker brand efforts within Special 
Markets. 




r ” 


Hispanic Program ; Increase share of 18-20 year old 
Hispanic smokers by 2.5 points in 1990. 

- Expand the program into northern Hispanic 
markets, effectively reaching B5% of all Hispanic 
smokers in 1990. 

- Maintain primary emphasis on CAMEL, with volume 
support for other opportunity brands in key 
geographical regions. 


Black 


I llative : increase share of 18-20 year old 

S rs by 2.5 points in 199 0. 

the program to national coverage jo 
segtively reaching 80% of all Black smokers if* 
continue primary emphasis on SALEM. 5 

port the regional launch of SALEM Box? tesV 
K : et project UT. jjj 

^jilrket : Increase RJRT's military YAS share ^ 

%ints in 1990. ^ 

lyl continuous marketing pressure in twelve^ 
IP Markets representing 60% of military volumeJ3 

ulr resources locally on brands and program^ 
4™|>ave proven effective in increasing YA^ 


share. 


ivitalise oo 
insistent vi 


and* with strengthened product positioning^; 
and equities. 




Improve bM^ iaTON' s performance by developing and 
communicating N meaningful product benefits. 

- In 1990, implement substantive product quality 
improvements across the WINSTON line to establish the 
brand as the "gold standard" of industry quality. 

Longer-term, introduce advanced WINSTON products 
which deliver a new standard of smoking enjoyment and 
satisfaction. 


Identify the most relevant and motivational 
positioning to leverage WINSTON's product advantages 
both short and long-term. 

Leverage WINSTON's volume through promotional 
programs that provide franchise protection and 
competitive incentives. 
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(Cont.) 





- Use the Sports Connection program to reinforce 
WINSTON's mainstream, big brand image among sports- 
minded smokers. 

Optimize the opportunities available from WINSTON'S 
Sports Marketing sponsorships. 

Reestablish SALEM's younger adult smoker appeal while 
implementing programs to improve franchise loyalty. 

* Test the revitalization of SALEM through a younger 
adult smoker product and marketing emphasis in 7.6% 


of th« 

Xntroc 

existi 


SALEM 


SALEM 


new products 
lurket dynamics: 


test 


change 




- Maintain 
geography 
advertpH 

• Provider"’ 
f ranch yyp! 

Maximize vi&Ni 
while develop 
brand's entii 


I- A reduced menthol "flanker" designed 
to increase brand appeal among VAS. » 

[- A superior box-packaged product to 6 
support the Black Initiative expansion * 
and leverage geographic areas of high £ 
i box usage. n 

- A strategic product line change 25 

employing reduced menthol on key SALEM u 
i styles. £ 

: i 

•base of volume support through enhanoed < 
and demographic targeting of medifc 
3 and direct marketing. g 

alue reinforcements" for SALEM to addresC 
price sensitivity. § 

O 

5E Ultra Lights' offensive opportunity 
ig advanced products to revitalize the 
lline. 


Distinctively position VANTAGE Ultra Lights against 
Marlboro Lights in a manner relevant to target 
smokers. 

Leverage survey results in advertising which show 
VANTAGE Ultra Lights (5 mg. tar) superior to Marlboro 
Lights (10 mg. tar). 

Adopt a regional marketing approach which directs 
resources exclusively to areas representing 37% of 
U.S. population and 63% of VANTAGE volume. 

Assess the potential of an improved VANTAGE Excel in 
new test markets. 

Evaluate application of additional advanced product 
technologies to the VANTAGE brand family. 
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MMUffiTIMO STRATEGIES AMD 1990 PROGRAMS (Cont.) 



Use the Sports connection program to reinforce 
WINSTON'S mainstream, big brand image among sports- 
minded smokers. 

- Optimize the opportunities available from WINSTON'S 
Sports Marketing sponsorships. 

Reestablish SALEM'S younger adult smoker appeal while 
implementing programs to improve franchise loyalty. 

Test the revitalization of SALEM through a younger 
adult smoker product and marketing emphasis in 7.6% 
of the country. 

- Introduce new products in test areas to change 
existipgfmarket dynamics: 

sal^m Gofd - A reduced menthol "flanker” designed 

" ■ to increase brand appeal among YAS. a 

- A superior box-packaged product to 6 

support the Black Initiative expansion ‘F 
and leverage geographic areas of high uj 
box usage. u 

- A strategic product line change § 

employing reduced menthol on key SALEM o 
styles. E 



a base of volume support through enhanced ^ 
geo graphi c and demographic targeting of medic 
ing and direct marketing. w 

"value reinforcements" for SALEM to addresfi 
price sensitivity. § 

_^ o 

Maximize VANTAGE Ultra Lights' offensive opportunity 
while dep§|geping advanced products to revitalize the 
brand's -entire line, 

■SBWMHK8SNS5555H 


1 

be 

$ 


1 



PistIPctlve1y position VANTAGE Ultra Lights against 
MarBslfTO Lights in a manner relevant to target 
smokers. 

Leverage survey results in advertising which show 
VANTAGE Ultra Lights (5 mg. tar) superior to Marlboro 
Lights (10 mg. tar). 

Adopt a regional marketing approach which directs 
resources exclusively to areas representing 37% of 
U.S. population and 63% of VANTAGE volume. 

Assess the potential of an improved VANTAGE Excel in 
new test markets. 

Evaluate application of additional advanced product 
technologies to the VANTAGE brand family. 
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M&R KETIN 3 STRATEGIES AND 1990 PROGRAMS (Cont.) 


Develop ana launch nav brand* which address tha grsatsst 
unmet smoker wants. 


f" [ 



r 


Mil 


Continue testing CHELSEA in preparation for a 
national introduction. 


1991 



Evaluate a revised marketing approach in current test 
markets and assess potential. 

Explore the potential for broadening the appeal of 
the ^CHELSEA concept through a totally restructured 
projlos^y.on in additional test markets (Project GR). 



Continu 
product 
accepta 
launch. 

Address the 


Use do: 
effectiv 
s§git£nt 
2 Ufclshari 


development and testing of advanced technology 
““ t address smokers ' personal and social 
wants with the objective of a 1993 national 

Os 





i 


ng demand for lowest price products. 



romotional resources to establish the lowest 
ce at retail. Maintain the brand's saving© 
rship and grow overall share by achieving & 
pf 5 segment in 1990, • “• 


3 

e 

t 

j i 
& ~ 
a * 

1 * 

V * 

V 
"O 


ending into the highest potential markets t2 E « 
mum nrofitable volume for DORA.T,. H h 


mum profitable volume for DORAL. 

a mix of on-carton and integrated carto 
^to achieve an effective price point a 
um<£fficiency. 


z 

a 


£ 

<U 

J 

o 



0 % + of total volume in targeted carton 
sy^increase the value and quantity of coupons. 

CapifcajLige on consumer price sensitivity during 
periB^P^Ihen retail prices increase, i.e., tax hikes, 
manufacturer's price increases. 

Prepare to implement alternative pricing/discounting 
options which respond to moves by competitors on both 
full-price and third tier brands. 


1 


Prepare for entry into the 
competitive conditions require. 


third price tier as 
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MARKETINQ STRATEGIES AMD 1990 PROGRAMS (Cont.) 



s. optimise th« share and profit potential of RJRT's 
market-nioh* brands; MOW and MORE. 



Clearly communicate NOW's "Lowest M positioning and build 
credibility for the brand's claim. 

- Strengthen NOW's ability to achieve switching gains 
from its key competitor, Carlton. 


Position NOW as a viable brand choice for all ultra 
low tar smokers who want to reduce their tar and 
nicotine. 

to offer products that deliver the lowest 
s with maximum smoking pleasure. Continue 
u%te potential for lowest nicotine products. 


Assess 

target 



MORE an$ = 


implement a new positioning for 

to maximize profitability. z 

o positioning alternatives: Added product 

product/user distinctiveness; implement thK 


ioning in the second quarter. 


marketing support 
opportun it y, the 


exclusively to 
Pacific-Mountain 
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P RO PPST IYI TY PtAy 


Biflfcqgwnfl 

Consistent with the strategies and programs addressed throughout 
the Plan, the Tobacco Company is aggressively evaluating all 
available options for minimizing the investment base and 
increasing cash flow. 

■Savings Programs 

ngs programs have been identified in each area and function 
the Company and included in our financial projections, 
ogram details of incremental Business Unit Contribution of 
.9 million and the resulted Cash Flow effect of $127.5 
ion in 1990 are shown on Pages 90 and 91 and on Exhibit 8 in 
.^Appendix Section. 


includes 




grams 


total Cas 
6 million 
jiarily fro 
>ilization/pb 
|ntory level' 
jBS^fcdticed purcha 
.^ii&rogram details 
f 5 million 

%sss®rogimme referred 
[n thepiUpen 



Fl^w improvement of $641.4 million 

from these programs, which are realized f 
af purchase reductions as well aK “ 
ommitment takedown deferrals. All othe£ | 
e been reviewed and the cash flow effect oj 
as been included in the Plan financials; 
e $441.6 million savings, which includes thj 
flow effect of the various cost saving; 
above, are shown on Page 91 and on Exhibi 
ction. 




cco Company^ 
following 
ds. Other me 




uctivity improvements are 
tional ratios which all 
es are shown on Page 88. 


Avg. 


also reflected 


B « 

i * 

u £ 

- 1 
■3 


1989 

1990 

1 Change 

69.7* 

83.6 

+13.9pp 

25.9 

15.2 

-10.7pp 

79,4 

80.5 

+ l.lpp 

41.7 

47.7 

+ 6.Opp 

38.4* 

41.4 

+ 3, Opp 

4 

7 

+75.0% 

356.3 

460.0 

+29.1% 

123.7 

190.4 

+53.9% 

30.3 

26.6 

- 3.7pp 


i| t 

reflect positives £ 

E r? 
z 

O s 
“I 
! 




(B.U.C. As 
tal Investm* 
wc As % of 

rib. Margin *Ab| ~%; of N/S 
(MAPE) AS % 

C. As % of N/S 
Working capital Turnover 
Sales/Employee {$ in M) 

C./Employee ($ in M) 

1 Mkt/Selling (% N/S) 

lized to exclude impact of trade load elimination. 

The Tobacco Company's productivity measures fall into three 
categories: (1) Asset Management; (2) Profitability and (3) 

Operational Effectiveness. 

The effectiveness of all business activity is reflected in OROI 
and a comparison to industry profitability is monitored by our 
Business Unit Contribution margin which is our #1 key profit¬ 
ability measure. 
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This is the principal measure of how well our company's assets 
jpre utilized. The calculation uses rolling twelve month averages 
nc^ the formula, for any period selected, is: 






1 Investment equals total assets less any cash/short-term 
curities, intangible assets, accounts payable, accrued 
ilities andM?ther non-interest bearing liabilities. 


E§|§1 
I (Hi 




gh oroi is | 
a positive 4 
r reductif 
uding Purchi 
impact of t 


e favorable 1 

S bess than 84% fc 
7%), wil 

any'i^^ota 

labl#Plsou: 






i^general indicator of effective asset management 
jrov^ph rate is attributable to increased earnings 
ns in the assets employed in the business 
S^^ccounting adjustments, and the positive carfh 
jh^ various savings programs. z 

r<“«c in OROI, which is expected to be slight^ 
/ thfr end of 1990 (versus 1989's normalized rat£e 
p&btinue over the Plan period. This rate off 
m^j is exceptional and is reflective of the 
“03iaitment to efficient utilization of are 
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Accounts Receivable 


Inventories 


■ *' Disbursements Accounting Payment Schedule Improvements 

V V 

rTL I . _ . 


v|n the magnitude of the Tobacco Company's sales, control of 
obunts receivable has always received considerable attention, 
o^innovative financial management programs, Variable incentive 
l^ram (VIP) and Electronic Funds Transfer (EFT), have helped to 
||uce the Compah^ys receivables exposure to less than 2% of 
fas while acc^Pera'ting cash flow. 







1968 


Average Balance % of Adjusted 


$179.1 






decrease in i-fi| 
a loading, 

'14 to 8 daprr™ 
^Lcipation i^-exf 
Of 49%. At 
icipation eqjpmffi 
ivables. Addltl 
ogram to acIPepi 
r average l aveE,, 
tained or sl^TSWl 


$158.6 

$104,9 


9 is due principally to the elimination o£ 
tding a reduction in promotional dating termK 
ind increased EFT participation. 1990's EFj| 
■acted to increase to 59% from 1989 's average) 
the 1990 forecasted level, this increased 
It to an incremental $20.9 million decrease in 
pnal reductions will be realized in 1990 from 
Sate EFT bank collections ($10MM). The 1990 

f $104.9 MM) of receivables is expected to be 
y improved over the Plan period. 
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L«af M>nmiB«nt 

• Changes from previous leaf strategic direction: 

Delay take up of Burley pool and Flue cured Stabilization 
tobacco from 1990-1992 to 1991-1993. 



list! 




Reduce auction purchase program 
tobacco inventory reduction. 


to accelerate Burley 



Reduce flue cured auction program and delay dealer 
purchases to accelerate flue cured inventory reduction. 

Reduce oriental inventory policy. 







Sell IB. 

ffet impact 
vantories 


$55 million 
(.35/m). £ 

$241 milf 

income). | 

af Veriabllj 
83 .8j 

PParJljwrogi 
leaf 5SE e^)sFeb vj 
anned Strat 
at/M cigarc 

:aph #1 shotj 
|ince 1982 
£asis. 


ion pounds from Burley inventory. 

1990 of resulting change in needed leaf 
' ed for plan volumes. 

n 

0 siness Unit Contribution from LIFO income 

I £ 

lin Cash Flow (net of taxes payable on LXF&j 


st/M cigarettes decreased from $3.60/M iiV 
CM in 1987 due primarily to the new tobaccfo 
combined with inventory reductions. Although 
Ise in 1990 due to normal inflation and tha£ 
Quality Initiative program, the 1990 leac 
($3.55) will still be below the 1983 level 

Shp inventory reductions (pounds and dollars*? 
pa r ed to 1989 on a pre/post change of control 


S 

© 


S ♦ 

I S 

a ^ 

i l 

H € 

1 

1 

fa 



f|raph #2 repeats the net leaf inventory dollars and shows the 
|hange in leapP^|ts on a par thousand basis. 

-gg.Bfir.tuaU 


1 

Cl. 




rsue an increase in the use of imported flue cured and 
urley leaf. Potential earnings impact of $41.7 million for 
990-1993. 

lew inventory policy which currently requires three-crop 
rs in the blend. 

Explore external financing of leaf inventories. 
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Invo&tories (Continued) 


i'988 








_Average Inventorles 

rs In Millions:)_ 

% Of 
N/S _ 

Finished 

Goods 

Leaf (Excl.) 
LIFO Reserve 

All Other 

Total 


$157.6 

$1,323.0 

$186.0 

$1,666.7 

31.8 

LE 

$159,4 

$1,219.8 

$193.6 

$1,572.7 

31.8 

Plan 

$125.3 

$ 986.0 

$180.9 

$1,292.2 

22.7 





rs aments Accounting Payment Boheflule Improvements 

agement program waa initiated in April, 1988 
ompany invoice payment terms with the goal of 
through delayed payments, where possible* 
erse competitive or supplier reactions 
implemented in 1989 included: 


al Resour 
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avoiding 
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hanging net 



freight payments from zero days to 14 
aye, all vendor invoices with "net" 


days !5 
* 

on nW 


3 

O 





cash flow improvement from these programt 
similar annual results are expected ove 
d further improvements may be realize' 
on of extending payment to 25 days versus 2 
ay terms to 20 days. g 
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The effectiveness of the various working capital programs can be 
measured by the trend in this key asset management statistic* 
The impressive trend is primarily due to aggressive management of 
T T e< seivables and inventories as well as the delayed payment 



79 


...programs that are in place to manage the company's invoice 
ppa^gnent practices. Expectations are for this favorable 1990 
trend (7 annual turns) to stabilize over the Plan period. 
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Fcgff cisti ri?y 


Free cash flow is defined as Operating Management Cash Flow, 
excluding debt repayments, changes in the intercompany accounts 
the impact of exchange rate fluctuations. The planned 
-ease in 1990 reflects continued strong earnings, the various 
management programs described earlier and lover levels of 
:al spending. Cash generated by the Tobacco Company will 
fain high over the plan period totaling $6.7 billion from 
“ -93. 


drop in 1^91 ($168 million) is due principally to the 
cted volume .acline from 155,1 billion units in 1990 to 
billion i^: ; l Vr l991, resulting from the planned FET increase, 
increased jparkfting spending associated with planned 1991^. 
rand introcfuotilbns. 




FREE CASH FLOW 





8BLE 90P 91 

PERIOD 


92 


93 


LTT 

■sJ 

ho 


ui 

ro 

H 

CO 

«4> 

OJ 

w 

ui 

80 


R0008404 


h|ittp://legacy.library.ucsf.e($LiiticKboltifpaDX2Wpifi3ltv.industrydocuments. ucsf.edu/docs/yhjl000l 





This measure of profitability is influenced by all the factors 
increasing net sales as well as those affecting variable costs, 
including the favorable impact of the various savings programs. 


\r^i : 990's contribution margin is projected at 80.5% of Net Sales 
f“> ? Vei?fus 79.4% in 1989. On an absolute dollar basis, Contribution 
Pf gfer gin will improve by $649 million, largely due to pricing. 

'- : T$t : al variable costs, on a volume adjusted basis, are expected to 
#%'£hcreaee by 5.5% in 1990 over 1989. Included in this increase 

the higher planned cost increases for quality improvement 
^Lprograms of the SQI Task Force and normal inflation. These 
r®|i0§jf‘ #aB ® s will be partially offset by improved manufacturing 
rfsf fpiiciencies and Mother cost reduction efforts. 


rate per thousand basis, the improvement in contribution 
n is more (fX^a-rlly evident as shown below: 




iiligfp 

Rate/M 

increase 

£ 

198te»l 

$22.70 


i 

198 9 Lg ] 

26.20 

+ 15.4 


19 9 (poplin 

29.53 

+ 12.7 

5 


B iew of this, 
igs program^ 
.ty programs."' 


US, the Industry's average contribution margiS 
itinue the favorable trend on a percent of N/& 
If* aggressive pricing is expected to continues 
J-ncreased attention will be given to cosf; 
H^cluding the volume payoff from the improve^ 
^ S 


§ key marginiper^ent was formerly known as MAPE and the 1990 
of increastt^Piearly reflects the savings in fixed manufac- 
^ng from the yyfefeSs workforce reduction programs in addition to 
^factors imp acting contribution margin addressed earlier. 

||r returned expenses, resulting from the elimination of 

S® loading, is also evident in the growth rate, along with 
iding 1990'8 Marketing and Selling expenses under a 1.0% 
:rease. 



DPC 

% 


Rflte/H 

Insrsass 

1988 

$12.09 

- 

1989 LE 

13.74 

+13.6 

1990 Plan 

17.51 

+27.4 
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iSffc's Direct Product Contribution is expected to increase by 
sstpgaMolllion over 1989 at 47.7% of Net Sales versus 41.7%. On a 
rate per thousand basis, the favorable trend is more evident and 
is expected to show further improvements over the Plan period. 
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This key measure of profitability provides a comparison to 
operating margins of competitors and the industry average. Our 
r strategic goal of closing the gap to the Industry average (-4.1 
W^pbints at the end of 1988) will be monitored by this margin 
-.'^statistic. 


...Jr?90's Business Unit Contribution is expected to increase by $636 
mjlUion over 1989, at 41.4% of Net Sales versus 34.7% (1989 

^ gp ^Tualized" rate of 38.4%), 

l#^|Pa rate per ^thousand basis, the improvement over the Plan 
is shown .,tei increase from 1988 to 1993 at a compounded 
Wpifl Of 15.8%. W 4 





1990 Plan 
199^P^ 

*1992 j_jj 

l 199 ^^Wj 


BUC 

% 

£ 

Rate/M 

Increase 

B 

$ 9.31 

m 

6 

z 

11.45 

+23.0 

S3 

15.IB 

+ 32.6 


15.17 

- 

g 

18.10 

+19.3 

r \ 

19.35 

+ 6.9 

t 


ceting spending 

i the lower >rci : 

1 


^ ' 
‘•i 


N#A*F 


4 % to 37.3%) is due to a higher level o£ 
support the planned new brand introductions 
impact of the 10/90 planned FET increase, z 

fid 
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BUSINESS UNIT CONTRIBUTION 
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Improved production yields, favorable leaf purchases, deferred 
buying programs, improved processing capabilities, and effective 
management of LIFO accounting have all contributed to holding 
leaf cost increases to a minimum. Of the 7,7V increase (+240) in 
1990, 50% (130) is due to the planned Strategic Quality 

Initiative (SQI) efforts to improve product quality (WINSTON) and 
>»the remainder is due to inflation. The favorable impact of cost 
reduction efforts are also included. 



Leaf Variable 

Costs/M 

% Chancre 

1987 

$2.88 


1986 

$3.28 

+13.9% 

1989 LE 

$3.31 

+ 0.9% 

1990 jPl.an, 

$3.55 

+ 7.3% 


he plan 
nable the 
utilizing 
needed" ba 
tion suppo 


rofitliHit: 
indffilte 
PEauee thesjpfen 
omb i na t i on 
rt, volume 
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e cured and burley optimization programs $ 
ny to defer auction and dealer purchases § 
>vernment stabilization/pool reserves on an © 
thereby maintaining sufficient minimum * 
ryels. & 

■M 




BRAND P 
PER/M 



avings brands has improved steadily as the , 
Initial introductory marketing expenditures J 
lose money in the first several years, but p 
roduct cost reductions, stable marketing z 
h and aggressive pricing strategies have j| 
rovements. S 

© 



BIUTY 

ETTES 


_FULL PRICFJ 

_SAVINGS 


BRAND PROFITABILITY I 
% OF NET SALES 1 






1986 1990P 

1969LE 

PERIOD 


_ FULL PRICED 

_SAVINGS 


/ 




1968 1990P 

1989LE 

PERIOD 


U 1 

»->* 

■c* 

u 

CJ1 
'-J 
NJ 

-vj 


un 

ro 

00 

LD 

U> 

M 

cn 


83 


R0008407 


http://legacy.library.ucsf.e<Sifti(tfeollMjM^ 


Three key standards will be used to measure and evaluate produc¬ 
tivity in 1990: 


%Total labor and departmental cost per thousand cigarettes 
L C/ produced. (Graph # 1) 

Output (in millions of cigarettes) per person (all 
^ ^ft^A anufacturlno payrolls) . (Graph #2) 

^f'^ldarettes ,per hourly labor hour (in thousands of 

^P^pigarattes) .^ Vigr aph #3) 

' iThe f irst two insures of productivity include the total lahc«c 
NnHP^*t>verhead cdStpTl in manufacturing, engineering and quality 
assurance. The ^foLdd measure of productivity tracks the output 
r: Ji%||ii.abor hour fcr a 11 hourly employees in the cigarette plants.^ 


;ATx “ three mea 
/^Improvement in 

suesk. T J hi ‘- 11 



declines 
^ p^^^erso^B^ill 

11 e irBe r 

s*~ 1969. ^.^^19 



of productivity are showing significant 
Cost per thousand will be down 5.8% frog 
:he lowest cost per thousand since 1986 witn 
that period of 8.3% to 11.7%. The output* 
mea hv from 1989. This renresents «e 


ill y^^ase by 23.7% from 1989. This represents te 
se since- 1987 with an 11.7% decline in volume. Tha 
er pfurly labor hour will increase by 11.7% frop 
19ep§i^li^ plant hourly productivity has increased bJF 


t productivitv^aprovements are being driven by a number o£ 
shanges in fffeeLj operating environment. Machine efficiency 
improve by p.%...ii i the 1990 plan. There is a 22.5% reduction 
e hourly wo>rk fgrce combined with a significant redeployment 
o&^hourly support rarsonnel into the making and packing of 
5 c|jpi|retteB. Th$ reduction of the salaried workforce by 21.2% 
:c#ntributes 4.7tep^the improvement of output per person. The 
ar 1990 cioiing of Downtown cigarette operations and the 
If^ipciated cons cllilill; ion into Whitaker Park and Shorefair Drive 
jO^^pibute to improved salaried and hourly productivity and 
rkduc ed overhead costs. 

^ Itoss improvements in cost per thousand are being driven by 
*r|y||ybtions in costs associated with labor, maintenance, 
:.mitl : tials, services, training and utilities. 

This plan represents a commitment to produce the same number of 
cigarettes in 1990 that were produced in 1989 with 22.2% fewer 
employees and 5.8% fewer total labor and overhead dollars. 
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The Tobacco Company competes in a industry characterized by 
limited product.differentiation combined with a declining overall 
consumer base. As a result, acceptance of new brand introduc- 
? y 14 . 0 ns or product line extensions are becoming increasingly 
Ldifficmlt. 


^ jpuch a competitive environment, earnings and cash flow growth 
jp&nd more heavily on price increases and cost reductions, as 
Importunities to gain incremental business from brand switching 
^limited. 


^ Ol prbbaoco Compe 
> lliihbvative idea 
>. hive contribul 
pp^Pl^tability. 



jritage has been to secure and act upon the 
its employees and over the years, these ideas 
greatly to improving our margins an^ 


suggest io. 
fibiency in mi 
>rove on the s 

ftahsiness, ^ 



nd ideas have helped the Company improve- 
ays and efforts are in place to refocus anffi 
as programs as required to foster the notiobjj 
mitment to being the best Tobacco company ia 

u 


™^ffe<ISe N 

early l 1 l^r%o ] 
iil^asis on real* 
HS^hten the awei 
•fcjsodpcing qualit 
b^jade attitudes.! 



urce Management Program will be refocused ire 
Uloader total Company effort with increase^ 
uah savings opportunities. The goal will be ta 
less of and increase the level of commitment tgj 
our products, earnings, cash flow and work?: 

WW^ 0 
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Headoount 

Total regular, full-time headcount at the end of 1989 is 
projected at 12,372 and further reductions of 11 are planned for 
in 1990. 

F The 1989 level represents a total Winston-Salem reduction 
: wJl ncluding temporaries) of 2,312 (18.6%) versus 1988, after 

■"transfers to PLS, and is consistent with the 10/31/89 Board of 
jsmji kirectors update. (Total reduction 2,312; salaried 827; hourly 
rri3fo? temporaries 115.) 


' Jjg|l/88 Actual . 
Wjl& ^B^ Transfera ^ 
N^ed 12/31/88- 

F^thoployee (ReductfH 
" :5:; %^F^ductio.'i) N 

i#^^^^total^5§duclli 

r our 2,3t<p£fbal ii 
P$ntii&ir attritions”: 


5,273 


alem 

Field 

Total 

Hourly 

Sales 

-Re.g, 

6,896 

3,246 

15,415 

- 

-JS.fi 61 

fl.029) 

6,896 

2,360 

14,386 

5,526 

2,543 

12,372 

(1,370) 

183 

(2,014) 

{ 19.9)% 

7.8% 

(14.0)1 


5,130 6,896 2,360 14,386 3®4S 

i i ^ 

HP ’ 9 § 

>■ ■■. 2 a 

^0 4,303 5,526 2,543 12,372 2§£ | 

(827) (1,370) 183 (2,014) (l^j| - 

(16.1)% { 19.9)% 7.8% (14.0)% (29 Jp)|* * 

, CJ 

>n in the w-s based headcount in 1989 exceeded | | 
Sdl was accomplished in two phases, including h •= 
oUowing the program announcements. a 2 


;P staffing retirements, totaling 12,3 61 regular, full-timir s 

.jit fe^pyea , will |§l$n|inue to be reviewed in relation to volua^ 2 
■ trends and realized improvements in efficiencies throughout the 1 
; -.Company. A com^arT&pn of 1990 headcount projections to the 1989 » 

:i '»n|' s 1988 levels sb.y ::; ©Sjor functional area is shown on Exhibit 9 in S 
p^tnlnAppe nd ix SedtTon. * 
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Various savings programs have been identified and included in the 
1990 Plan and will result in the following incremental 
improvements over 1989: 


1990 Savings % of Total 



Business Unit Contribution 
Cash Flow 


$325.9 

$441.6 


51.2% 

68.9% 




major programs that will improve Business Unit contribution 
been idep£ified by functional accountability and are g 
arized belo^f^^^dditional details are provided on Exhibit 8 I 
he Appendix‘cash Flow programs, including the aftax impact s 
jpeee Business j^iit Contribution savings, are summarized oa | 

1990 Business Ulfci€ 

" ^ Contribution Imfftuit 


Annualized Savings From 1989 Workforce 



^structuring!! 
aijarette, Vari« 
Varffile M 



mmm 




©grams 

Le Cost Reduction Programs: 

^Fringe Reductions 
le 

j^fShoref air 

fad Spending Reductions 
n/Shorefair 

provements (5% Reduction in Rejects) 


$116.7 


Factory ov^imihd Spending Re 

• Tobaccc|p^i|b 

• WP/Dowr&own/Shorefair 
Efficiencyj^^tirovements (5% : 

Subtotal Cigarette Production 


** • 

SIS 

5 .2 '* 

y | t 

*? a I 

z - 




J|SD Blend Chifmges^ (Reduced variable Costs) 

:§Eeduce DORAL/MAGNA Case Allowances 
Seduce ReturrlBmfeods (3.4 billion to 1.9) 
^dminietrati ve Proaram savings 
M arketing SaVlflfP 
Hp-l Other PrcmjIaiM. Savings 
^ Subtotal ■ 

%psiness Unit Contribution Effect of Certain 
iSash Conservation Programs: 

Tj LIFO Income Effect of Leaf Inventory Management 
N Efforts 

^ Expense Merchandiser Refurbishing Costs 


26.5 
11.1 
10.0 
44.3 
28.9 

20.5 


275.1 


54.5 (A) 

_( 3 ,.21 (A) 

$325.9 


Cash Flow impact included in program cash flow identified on 
Page 89. 
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Leaf inventory management decisions to defer commitment 
T deliveries and open market purchases, account for the majority of 
L. .th e total Cash Flow savings as shown below. Additional details 
''.; 4;;:i fcre provided on Exhibit 17 in the Appendix section. 

X ’W : 


1990 

Cash Flow Impact 




ash Flow Effect of B.u.C. Savings Programs 
[$275.1 X, (1.0 - effective tax rate 
of .377)yX* i 

Salary Colligation Payments From the 
1989 Workforce Restructuring Programs 
Net Cash Flo*?!impact 


»af InventoS 


“ Delayed t| 

p 

- Delay Dea? 






*r Se 


} Sub-Toti 
Accelerated | 
Increased EfI 
Kher Invent! 


nagement Programs: 
wn of Commitments 


Auction Purchases 


Oriental Stocks From 
l|af Programs 


«r Bank 

fmwsWiw 


Collections 


deductions 




owering Finished Goods Average Field/In-Bound 
nventories |P§s$iral Excise Tax Avoidance} 

erchandiser Refurbishing Program (Net impact) 
Total Cash Flow Savings 



171.5 

<44.0V 

127.5 


$126.4 


59.8 


30.0 


■■2£Lufl 


241.2 


10.0 


20.9 


31.5 


$441.6 
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INVESTMENT ANALYSIS 



1989 

1990 

1988 


£lan 

34 

36 

68 


%$|liVorable trend in 1990 due to combination 
r*f higher sales (pricing) and lover 
ppifeeivables from elimination of trade 
'loading and EFT payment acceleration 
#&pf increased EFT participation. 




able trend is due to higher sales in 
and lower FG' N l§ventories, principally 
elimination if^^TTade loading. 


Q&nsjstent with 
rffl|y. Utilize 
^fWfpS®fin-time rec 
.^market purchases 
f inventory levels 


programs^ plfhci; 

iiSP^Bment and E 
andsjlncreased pa 



t 3-crop blend 
pool reserves as 
and lower open 
90 will lower 


^om' lower Working 
g.V8 to savings 
lip leaf inventory 
^prment acceleration 
icTpation. 



£ 


“St 

1 :i 

u 8 « 

at 


$2,867.8 $3,065.7 


fe decrease linn 
g capital redi 
fewer capital^! 


>0 due to various 
tion programs, 
iding. 


$2,805^6 



: -19jSSiS:!ncrease due to a combination of 
. favja-jisable factors: higher sales from 
( Vo&ume/pricing; 1990 savings programs 
^Wi*l#.ng $420 million and lower capital 
/%cjBMfUtures. 


668.7 $ 509.8 $1,038.8 £ 

(23.8)% 103.P% «*» 

in 

UJ 

ON 
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ENTS ON PAGE 93 (A) 



1989 

1989 

1990 

% Change 



Plan 

■LE ... 

PJLflP. 

InsxUHaau 

Jl 


$68.0 

$66.5 

$57.1 

(14.1)% 



8.5 

9.2 


27.2 



$76.5 

$75.7 

$68.8 

( 9.1) 

§ 

1 


(12.6) 

(13.2) 

(12.5) 

( 5.3) 
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INFORMATION RESOURCES 




iPilj 


COMMENTS 


1990 Headcount has been reduced by 123 (23.0%) from 1989 
^Plan: 97 reduction in contract programmers? 26 reduction in 
JRJR employees. 

Transferred two Engineering departments into information 
Resources in 1989? reduced two contractors, two RJRT 
employees and reduced maintenance supplies. Savings to RJRT 
#700,000. , 





|7,7 million^ 
to elimination 
pS89; savingly 
pf equipment^ 

|?hargeback mpti 
’hew pricing^ 
processing to 
CPU upgrade ^ 


■Elimi 
|304 , 
produ 


ariff 12: i 
n $700,000 i 
omputer ven 
295,000. I 



diction in 1990 gross expenses due principally 
Qf contract programmers and RJRT employees in 
ire; data/voice communications; and elimination 


iciology was enhanced in 1990. Implemented te 
H^sntive which allows users to move batcS 
nob-prime time and eliminates the need for & 
savings of $5B8,ooo). 2 

| 1 O 

lH^ased CPU by subleasing. (1990 savings ofe 
le ' workload was distributed over remaining 

kg) P 

discount arrangement with AT&T will resulg 
(frigs in 1990. Additional discounts with major- 
p^ r such as IBM, will result in savings o| 




‘ocal point forhedeployment of Personal Computers will save 
he Company i$*B3#ximately $700,000 in capital expenditures. 
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(Dollars is Millions) 




8DPPORT TO MARKETING 

R&D and Marketing have jointly 
established programs and 
priorities to achieve the 
Company's strategic plan 
objective in 1990 and plan 
out-years. = 


80.7 417 73.0 



Existing 


Improf a: 
sqi, Me 
vantage 

New pfcoi 
PC, U¥“ 
CAMELS 





d Business Units 


te to current products: 
ol Reduction, CHELSEA, 
cel, Box Conversion 


|ts and line extensions: 

I, GLD, SB, LN, 

iBox, CAMEL UL 85 and 100 


Business Unit 



- Advene 


TECHNOLOGY 




PKENT 


27.3 136 




© 





Identified market opportunities 
and cost co^|||g^ opportunities 
are being addressed by develop¬ 
ment of tectp£$&gy for application 
in plan out rydar s. 

- Freon replacement 

- Yield improvement 
Process development 


Extraction technology 
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(Dollars in Millions) 

BAB XBSSWa&aX 





knowledge base of chemical, 
physical, and behavioral 


information 
for use in 
went and to 
ddressing 

Nicotine 


being developed 
>logy develop- 
>rt RJRT in 
:e®pal issues. 

irch 



Plant ger 
Smoking fHealth 
ETS 




SD 

Activities 
company, sup 
RJRTX) by a 

- (TI, Nab 
Total 




al to tobacco 
J^ed (except for 
ions. 

Planters, TAC) 





■i&aa. 


1990 



HC 

1KL 

~ S — 

UNDERSTANDING 

105 

16.1 105 

17.4 


39 


1.6 


39 


U1 ®> 

8 2 

* i 

I B 

a a 

y I §5 

II * 
^ i \ 

* <5 4 

d “5 * 

‘•III 


c 

£ 

z 

8 


697 $125.7 697 $118.8 


£ 

C 

2 

s 

is 

Is 

w 

tn 

-O 

*> 

<S> 


V) 

to 

i-> 

CD 

CO 

CO 

to 

-o 


95 


R0008420 


hlp://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 






R0008421 



CONFIDENTIAL • FTC DOCKET No. 9285 
Produced lo Federal Trade Commission pursuant to subpoena 
dated June 6,1997. 



E1BANCIM, PLAN SUMMARY 









-P&flE 

Summary of Operations . ...... 96 

Condensed Balance Sheet . 97 

Condensed C&pff^llow. 98 

I j§ 

Average Mon^y^Cash Flow. 99 » 

1990-1993 C§g^jl Expenditures.lOO-lOl* 

90 9 ^ rte ^^^ ap ^ tal s P«nding. 102^ 

Flan, lS.etis it pities jjjj 

- BusinesfegJ^^t Contribution. 103u 

Cash FlSwC^. 104 ® 

£ 
z 
O 

Long Range ^lAJXjUpdate. 105-106 U 

/ fc££i "?? Y«/u„4r 


8 

C 

e 

a 

8 

s 

CL 

| I 

a « 

i o 

o 3 

I ^ 

£ -3 


E 

•S 

o 

i 

S 

! 




U1 

U' 

ui 


cn 

to 

H* 

co 

»x> 

CO 

N> 

-4 

N> 


R0008422 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWiafflltv.industrydocuments.ucsf.edu/docs/yhjl0001 













http://legacy.library.ucsf.e<$U3fticKl9oltlfpBBOX2W|DiGltv.industrydocuments. ucsf.edu/docs/yhjl0001 





http://legacy.library.ucsf.e<$U3fticKl9oltlfpBBOX2W|DiGltv.industrydocuments. ucsf.edu/docs/yhjl0001 






































































































-3 

<«4 

X 


S. 

r\ 

*3 

cc 

c 

c 

o 

cc 












i 









& 




1 


T f 







• 






















Jf 







•i 











1«-» 











r\ 


A 











© 

m 

x> 

1 



L/> 

■y j tn 

tn 


>£i 

cc 

«■> 

& 

o 

rg 

*• 


rg 

ph 

PH 


P) 


i 

O* 

sO 

x» 

1 

t 


» 

• 

* 




* 

-1 • 

* 



« 


■ 

. 


>4 


» 

► 

1 » 


• * 



» 

» 

% 



« w 

o 

x> 

SO 

I 


O 

O' ( fg 

pH 

rw 

O' 

in 

© 


© 


<D 


<0 

K> 

in 


Jf) 



n» 

IT 

KS 



2s o 

tr> 

i/\ 

gs 

i 


««H 

a? [ f. 

rg 

eg 


\T 

sO 

m 

m 


>g> 


sT 


>r 


*4 



m 

KJ 

N 



0ft © 

*y 

<Si 


i 



rg i w 


V 


fg 


w+ 



a> 


pH 


H 


N 



h* 


r* 



3 

0 * 



I 



t 






w 



pH 


w 


*** 


H 








cp 



























■W 







1 



| 









*• 




,1 


•7^1 






























f T’ 












! 



! 













# 


tf. 





■gv 



s *i 








1 













1 


.W 





■A 
























4 







. ;i 









JL 


. "** 


i»*V 













. * ' 










CO 

'T 



K 

.rg 

r^t O' 

sT 


g-i 

O' 

<- 

O' 

x> 


o 


%y 

U> 





i 

© 

O' 


i 

1 

■■■,« 

• 

* 

■ 






• 

* 

« 


. 

« 

• 

« 

•. • 


> 

* 

•i# 


• 



* 

• 

4 






CO 



- 

<■$$& 


O' 

a 

o 


© 

O' 

s6 





r*« 

O' 


X4 



© 

K> 

PH 



>5gjfe; G 

rg 

pot <r 




«5 

rg 

sT 

\T 

XI 

rg 

<r 


**< 

rg 

m 



ph 

sO 


M 



X) 


O 



O'UJ 

© 

rg 





rg 

rg 1 w 

->* 

p** 







eg 


** 


r*t 


D 



© 


© 



n cc 






* 










*h 




w 


r*- 





pH 



» 






f 

i 



















w 


W 


! 

1 

1 





L 

2 

Jj 









:* 






. 





< 


< 



4* 


tn 

to 

CO 

U) 


98 


w 

ro 

(_n 


-W»T 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 










<N 

o 

OJ 

co 

© 

ro 

© 

© 


ro 

ov 

00 

in 

04 

04 

i£> 


1 ° 

* 

* 

* 

■ 

* 

* 

* 

t 

■ 

* 

• 

1 

« 

« 

» 

• 

■ 

♦ 

in i 

1 0* 


n i 

1 CM 

O 

r4 

r4 

r-t 

v£> 

1 

1 f-x 1 1 

» 1 H 

V0 


tf 

<a* 

Ov 

fN 

04 

in 











ro 

in 




v> 















H 


H 

1 o> 


fv 

a 

c 

o 

o 

cc 







© 

(N 


(/> 


I I 


© © in 


v « <n co m m mi 


r- 

t" 


v£> I H (N I I <-l i-( <N O H O r-T 


m 


IM 





co rt in h 

• • * ♦ 

f> I I <N © O t I 


\D 


© Vfi 

I I H © I I 


r> 

4 

o 


(N 

\D 

0\ 


I I I I I 


I I I I I I I 1 


r>* 

4 

(V 


a 



B 

re 

P 

S' 

p 

a 


p 
w a) 

C 01 


(A 
W P 

at c 

dt> a; 

C B 

ro at 

A > 

o 

p 



i 


at 

0 

X 

p 

a 

•H 


1A 

* 


to 

0 

B 

Cn 


l/l 

u 

p 


%4 

W 

at 


at 


ro 

TJ 



P 


u 

a 

0 

at 

w 

p 

fl 


0 


►H 

p 

4J 

at 

P 

w 

p 

c 

%4 

3 

p 

X 

P 

P 

a. 

0 

*H 

P 

ro 

0 

to 

O 


■H 

TJ 


a 

<n 


at 

c 

p 

0 

p 


a 

M 

*r 

0 

ro 

£ 

(A 

c 


ro 

0 

•H 

P 


C 

0 

TJ 

P 

p 

p 

at 

>i 

o 

•H 

C 

0 

Oi 

ro 

c 

p 

0 

w 

fO 

P 


•H 

at 

at 

at 

p 



P 

c 

o 

E 

X 

at 

p 

D 

0 

o 


E 


> 

at 

to 

•r- 

E 

> 

at 

>< 

c 

X 


AS 

E 

at 

p 

u 

0 

ro 


£ 

< 

z 

to 

a 

u 

£ 


a) 

V 
fl 
p 

£ 
© 

P 
0) 
P 
V) 3 
P d 
O E 
0) 0 
■n U 
O 

U 73 
Ck iH 

01 

>1 £ 
p -a 
•P c 
*-t m 

<a x 

3 

O M 
0) 

P <P 
•P « 

< to 


c 

o 

•P tt) 
(ft *0 
C 10 
P 


cn 
c 

•H 

s 
a> 

0) P 


Is 


c 

O (J) 

W B 

at 

(A U 
tn to 
rone 
a a o 

P 


£ 

C 

3 

O 

a 

at 

■P 


>i 

P 

■P 

U 

« 

a 

<o 

u 

p 

c 

ai 

B 


w 

P 


n 


© 


t" 


<A 


CD 

0" 

o 

uo 

OJ o 

r* 

o 

f* 

CO 

H 

tn 

in 

H 

to 

r> 



a-H 

• 


* 

■ 

* t 

« 

* 

« 

• 

t 

• 

4 

• 

• 

• 

4 

4 

, 

04 

o 

29 

54 

1 Ip rg 


04 

O 1 

t p t 


^4 


© 

17 

69 

r*4 

04 


</> 















rH 


H 

<A 


H 


© 


* 


P 

(A 

2 


0 



m 

£ 

p 

> 

ro 

0 

Qt 


P 

f~i 

£ 

p 

(A 



u 

ro 

at 

•o 



c 

ro 


at 

0) 

p 

P 

at 

Q 

p 

ro 

0 


H 

P 

•H 

p 

tn 

OJ 

l 

a 


t* 

£ 

p 



■p 

C 

c 

(A 

w 

w 

at 



a 


■9 

a 

3 

at 

© 

ro 

a 

c 

c 

p 

rH 



a> 

ro 

ro 

U 

P 

U 


H 

■H 

ro 

ro 

p 


M 

a 

35 


a 

01 

at 


£1 

at 

p 

at 


•M 



o 


tn 

P 

p 

X 

0 

A 

ip 

1—t 

rH 

O 

•H 

c 

> 

3 

0 

3 


p 

P 

ro 

ro 

ro 

© 

A 

0 

p 

o 

3 

H 

a a 

O 

p 

p 

p 

© 

a 

p 

p 

X 

V 


•p 

3 


0 

•H 

o 


ro 

p 

a 

tr 

0 

(A 

p 

w 

fH 

H 

a 


u 

p 

ro 

B 

ro 

p 

ro 

p 


iH 


ro 


> 

o 

u 

M 

CQ 

a 

u 

to 


< 


o 



vn 

w 

ai 

-j 


ro 


co 

<x> 


100 


w 

ro 

-4 

*4 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 





V 

c 

nj 



lit Ti®i 




So.-9 
£•5.8 

” C jj 
10 ^ 

J * 4) 

Sofi 

d f-< jj 

C 'H 

5 3 * 

C ® 

« * U 

0.2 c 

* £ <S 

*•83 

a) *J o 
> «3 o 
.2 H u 
p 2. * • 
2 4 2 

C I, c o 

\A u ? 

2« ti 

- 2 N 0 

c F -h 

c 

tei % 

iM a 2 


> r~ 
w ■ 
a> r- 
0 ) *H v>- 
> P 

•H n i 

I# H © 
(0 -H w 

0 « g, 
t W = 

fi-J 
p o £ 
c.h g 

•H p M 

oi sd 

SEs 

c a| 

«M TO 

«| 2 x: 

■H <H 





* 3 r 

0 ^ 4 | 

4) D * 

^ rH 

0) •* *H 

O C ■* P 

<ea) e 
H > JX 4» 
a n u p 
V U’M o 
« -d »h a 


a> a> «o 

>o 

*0 fO 3 4) 
£ -C -O p 

« P « 
ai in o 
ii K P>H 
0 C >Q 
3 *h e 

*5 ’ . -h 
5 m 0 

In P P 4J 

a o o 

S 1/1 c 
4) -O 3 £ 

mo J 
w ^ * E 
<w a o 5 

I rH Lj 

41 £ H U 
C O (0 m 
•H 3 ^ 

4J «H W 
0 Pt M 
U P*H T 

AH’S S 

v *h jc — 

4» P » 2 

u c 'd 

■§«! 
s a§« 

p ,, 

C P P -tf 

•h o) c y 

X 41 5 




SHIgl.fi c 

O 

WOK -H 

41 UJW H 


*V *v MM t . 

M 4) 0) p 
O JC > o -H 

*>*35dS 

ss.Ju 

o. fc H ta o 
b m 3 o a 
o so > a 
O H o *H o 

10 P P 
M C a-H u 
0(0 P *H 
•ni TJ 4) O' 

« 4) 5 a a/ 
b p p a p 

<0 P 0 fl 
P (BUM 
3 4I4J P 
O » w (0 ifl 


|S* ^ 

s-dlS^S* 


S 8 

is? 

C *H P 

9 > , 


»I/H 

P «W W u , 4) 

_ 1 rj 4) <4 g +i £ 

*0 +J J£ U-I S c C 

s* H 


a u -h 
c.h 5 +j 


> ffl O 

| fl 3 

a w .S g 
*S « C S 


oc»“ 

a .2 


xj 0 R 

88a 


°* 4) 3 s ? 


H 

gai 

H X 
41 rH 


4) 3 Si V ^ - S 
.* 

W <2 b,0-4J^ 

’g C I* *8 o ^ 

la 3 °& 


H O H Ti fi « 
rH +J *> O' 5 -H 4 
3 « 4 P P > 

P C P +j -H 3 0 
41 0 4) « 3 P M 

U5 P 0 W M 0 *H 


1 


c 


3 


«H 

0 


p y 

c 

3 

>H 


•H ’rH 

o 

*H 

w 

41 

O 



(0 

U 

3 

1 

0 P 

c 

O 

P 


« 

ffl 

sz 

P 

>1 

c u 

a 

w 

X 

p 

O P 

X 

s 

w 

■H 

(A 

u 

c 

pH 

(A 


3 

41 

•H 

3 Q) 

0 

K 

C 

U 

O P 

0 


■H 

3 

O 3 

u 

P 

P 

a 

<M 3 

n 


0 


H 

A 

0 

0 

t^ 

4) 3 

O 

XI 

-H 

i 

x: > 


w 

z 

o 

tH 41 


http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 


CONFIDENTIAL - FTC DOCKET No. 9285 
Produced to Federal Trade Commission pursuant to subpoena 
8liS etr9IS dated June 0, 1997. 




K 



& 





SD 


lA 

OS 


*> 


O'" Os \0 X 

°l 

iA cvp 

O 

<N CN CN CN 

ol 


^4 (I 

n7 *A 

CN 1 

00 \0 OS r*s 

00 1 

m ro ns r-\ 

<f 1 


n4 1 

</> 



* 




n4 

4A 

lA 

Ov 


^4 

00 

vA 

*M 

C"S 

1-4 

rs 


* 

Of 


00 

</H 


es 


oo 

r*-i 1 


S3 

vJ- 

M 


r-^ 

CO 

ca| 

nl 


eft 

fti 

w 

ft) 


13 

4) 

W 

*M 

« 

u 

•M 

CL 

to 

V 

trt 

■o 

—4 

U 

c 


00 

c 


o 

M> 

4} 

3 

-3 

W 

<u 

4J 

U 

<9 

3 


3 

O 


X 

u 


DO 

,5 

1 


00 

C 

o 

u 

L> 

V) 

« 

M) 

o 

ft) 


CP 

u 


19 

3 

Ml 

u 

< 

oo 

00 


o 

u 

ft> 

3 

*3 

L. 

CP 

U 

V4 

<9 

3 

cr 


w 

ft! 

w 

<9 

X 

V 

u 

3 

CL 


C 

B 

CL 


L 

3 

o 

U-i 

■o 

c 

* 


ft) 3 
X cr 
w 0) 

c c 

•m oA 

*■4 

aO Ok 

C Li 

*M 0 

-0 4-1 

c 

CP 44 

a o 

tft 

bO 

Li c 

«l -4 

S? B 

C *H 

O J-> 

w 

u 13 

w e 

«9 

to 

M> <0 
U Lt 
ft) ft) 

f-4 M> 
<M Li 
ft) *9 
L 9 

cr 

Ml 

V) L 
03 ft) 
O -M 

O ^ 

L L 

o n 

u. 41 


DO 


ft) 

a 

« 


t? 

4J 


tft 

U 


X 

> 

ft) 

'<■1 

X 

u 

m 


u 

C 


<A 

4ft 

ft) 

« 

to 

(ft 


tft 

ft) 

u 

« 

to 

4J 

U 

ft) 


0) 

w 

u 

ft) 

U) 

u 

3 

BQ 


SE _, 

i 




■3 

L 

0) (A 

00 


IspSw 





C 

ft) 

X D 

Os 

ON 






fti 

U 

D U 

^ 00 

M 

1_ 

s 




Ob 

u 

ft) 

c 


:> >:•: 





w 

Cfl 

M -o 

L *M 

w 







CL 

O O 

0 13 

0 








U4 M 

4M C 

(M 






t9 

40 

a. 

ft) 







iJ 

c 

c 

c a 

c 






•iM 

w4 

u ^ 

w tn 

w 






CL 

*2 

ft) c 

a) 

ft) 






<9 

£ 

M IQ 

M C 

M 






U 

fti 

w Cl 

Li O 

Ml 







CL 

(9 a 

*9 

*9 







V) 

a 0 

a 13 

a 






0 ^ 


u 




Li 


Li 


W 

4M 

DO 

oO 0 

DO 

Li 

ft) 

w 

ft) 


ft) 

O 

C U 

C X 

c 

ftJ 

4J 

ft> 

M* 


u 


*- c 

•M 

•M 

M« 

Li 

w 

Li 


u 

c 

-D ft) 

•3 >N 

■o 

W 


L 

2 

Li 

m 

0 

c e 

3 L 

c 


3 

?5 


fB 

3 


D a 

ft) a 

ft) 

3 

O' 

3 

<—V 

fti 

cr 

M> 

Cl O 

CL Ll 

CL 

cr 


o 


>- 


«9 


v> O 

w 


-0 


X 



C 

ft) 

CL 


u 

c 

13 

w 

•-4 

. • 

t9 

ft) > 

ft) B 

ft) 

w 

u 

o 

u 

L 

t«4 

Ly 

P3 

u 

ft) 

*0. 

e £ 

S 

?5 

»M 

a; 


0 

O 

D 

X 




Cm 

y> 

H 

Cm 


a 

id 

• 

♦ 

• 


X 

U3 


c 

r 

ct 

c 

c 

c 

(X 


m 

M 

Cs 

J* 

u> 

us 

4L 

*J 0 


Cn 

N3 


CO 

<£> 


102 


GO 

nJ 

U> 


http://legacy.library.ucsf.ecJLc(ti(t 2 !bottiptf)yO^>dfv.industrydocuments.ucsf.edu/docs/yhjl0001 


0 c 

c ° 
© 
u 

ft trt 3 
a n ^ 

E a» *h 
~ C u 

•H Ul 

© W C 
<?> 2 O 
O' O 


aC 

*s 

3 

C 

o 


o 

ao 

A 

<A 


© 

O 

4? 



O' 

O 



<3 

cc 

c 

c 

c 

cc 



VI 
X d 
*J e 

s a 
s § 

CO u 

A V 

o o 

u 

a- lu 
0 


* 

<ff> 

«#* 

<JP 

& 

© 

© 

© 

© 

© 

m 

A 

A 


A 









« 









u 

w 








‘*S 

U> 








c 

••X 

U 







D 

►> c 

0 


U> 






wO 2 



c 





C 

>N 

ft 


g 




W 

0 

U vmt C 

B 


1 




T3 


a> o 







C 


Ifl 4) ^ 

O 


ft 




<5 

m4 

a rH 

u 


ft< 

mU 



U 


Uk 3 r-» 



N 

03 



tC 

© 

0 

Q) 


w 

4J 


© 



► A 

2 



fiJ 


On 

fO <0 

O' 

to X 




ofi 


On 

e>J5 3 

i 

a 4 j fA 



U-l 



r-r 

e O 

© 

ft *«-l 

X 


ftj 

txO 



•H #.•< 


U > r-N 

w 

>-» 

C 

C 


e 

> «-* 

<2x 

b£ »H v- 

3 

u 

V 



.Ml 

ft 0 


0 ui 

0 

u 

03 

W 



(/> U* 

w 

u y O 

w 

C 


U 


X 


T> 

a n n 

bO 

to 

43 

<5 


15 

(A CC 

0 

O' 



■o 

a. 

c 

H 

41 

0 

u a> • 

■o 

to 

15 

E 

0 


tfi CC 

© 

Z > 04 

to 

> 

u 

t-H 

'H 

& 

05 


4> -H 

u 


H 


iS 

w 

41 * 

*D 

B W (S^ 


u 


IS 

ft- 


U 3C 

¥ 

a> *h 

u 

N*k 

to 

2 

E 

u 

U \ 

£ 

> 4-* oi 

to 

u 

u 

O 

2 

X 

e © 

Ur 

O 4) | 

r* 

to 

2 

JZ 

to 

Ui 

>-» a 

2 

k CL 3 

to 

a 

*2 

u 

C 


♦ 

u> 

ft. B fM 

V 

B 

<P 

>pi 

c 

O 

£ tv 

a> 

E O O 


O 


tx 

© 

2 

£ o> 

a; 

U > 

< 

L> 



© 








O' 








N 

£ 








S 




V) 



\ 

© 




u 

Ul 

w 

© 

iA 




»e4 

C 

flj 

•H 


M 



c 

£ 




Ul 



© 

i 

w 

o 

<A 





o* 

u 

NO 


C 



c 

0 

C 

—4 

W 

© 



0 


to 


V 





4} 

B 

•a 

w 

c 



raH 

> 

>-< 

03 

C3 

0 



f*4 

to 

<5 

W 

<V 

»e4 




V 

Cu 

f5 

u 

•4 



r 


s 

&> 

u 

m4 




c 

w 

U 

c 




fA 

»4 


u 

H4 O 

ta 



CO 



r- 

O' 




o> 

c 

1*4 

t-4 

4> O' 

O' 




0 

4> 


U ^ 




CM 

♦M< Ur 

C 

X 

♦*« 





4J 0l 

a; v? 

<5 

U - 




<s^ 

fQ .u 

CD rk 

H 

ft. >s 

cs> 


<V 

W u» 

O 






41 

Q> 

Q> > 

Or 

w 2 

VI 



(3 

W 03 

"O 41 

W 

'O *n 

*2 


« 

3 

43 U 

O -J 

• ■— 

2 

0 


c 

e»4 

y -w 

U 

U 

<5 T> 

0 


5 

0 

U u 

V* 

X 

u C 

o 

to 

Q 

> 

o} CU 

15 

CU! 

eD <5 

x> 

0 



2 g 



-2 



u ^ 

Ul T3 

.#4 i*4 

MM 

W >N 

V 

10 


03 43 

0 U 

<5 Ul 


aC Ut 

C 

Cl 

(5 

I Q 

«m4 

U o 

u 

2 <5 

u 

© 

*H 

s © 

<5 r 

C Ul 

to 

2 

2 


Ul 

W 

E u 

—* w 

■2 

> C 

u 

f*i 

C 

G Ui 


R3 


<5 C5 

to 

<5 

<u 

O 43 

O tut 

£ X 

a< 

n 

zc 

w 

Ul 

© &- 

Z 0 





0 

0 



• 

• 

• 

• 

H 

su 

• 

• 


4> 

■o 

w 


5 


o 

a 


o 

H 


103 


Ul 

ro 

h* 

CO 

U5 

td 

K) 

00 

G> 




http://legacy.library.ucsf.efflc(ticKl9oKlfi!Etf)yCWpfflltv.industrydocuments.ucsf.edu/docs/yhjl0001 


CONFIDENTIAL - FTC DOCKET No. 9285 
Produced to Federal Trade Commission pursuant to subpoena 
05 Z. 5 ££915 dated June 6, 1997. 
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^'Forecast* 
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.,.19 P 9.. 

-1£2S_ 


-1992- 

176.0 

150.1 

173.0 

155.1 

171.3 

146.3 

167.3 

143.3 

(25.9) 

(17.9) 

(25.0) 

(24.0) 

$5,654 

4,950 

$6,065 
-5, 688" 

$ r ^3 77) 

$6,523 

5,955 

$7,013 

6,468 

$ (704) 

$ (568) 

$ (545) 

SLfcOH 

$2,021 

1,719 

$ (302) 

$2,371 

-s-rsss-' 

? :«o 
$ (16) 

$2,594 

2,220 

$ (374) 

$2,840 

2,594 

$ (246) 

$1,177 

1,082 

$1,637 

$ / ‘Ve 

$1,739 

1,540 

$1,797 

1,705 

$ (95) 

$ (199) 

$ (92) 


164.1 

140.8 

( 2 $. 3 ) 


$7,540 
6,970s 

$ (570j 


$3, l£o£ 
2,7|5i. . 

5 <111 


1,7£B£ -a 

$ <2§i| 

. Sd 


</ t A 



1989 result^ 
.to the dec! 
excess trade 


unfavorable to the Bank Book primarily due 
to discontinue trade loading and eliminate 
sntories. 



^Volume, Net Sales and Business Unit Contribution in 1990 and 
future years are negatively impacted by the anticipated 

E ederal Excise Tax increase, which was not included in Bank 
ook assumptions and which will have an adverse effect on 
^>oth industry and RJRT volume and mix throughout the period. 

Cash Flow is unfavorable to the Bank Book in 1991 through 
1993 primarily due to lower earnings which offset projected 
reductions in working capital. 
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RJRT'b Long Range Plan Update represents "base case" performance 
likely to be achieved under the given set of assumptions. The 
T following major sensitivities reflect changes in key assumptions 
WJr^at way affect the actual results achieved during the period. 



ipwl 


Improved Core B rand Performance - Efforts to revitalize core 
prands may prove more successful than currently forecast, 
resulting in additional full price volume in 1991-1993. 






Volume (Bil 
Business Un 
rree Cash F 


Successful ik 
RJRT volumes 
gJSix of full 

favorable to 


olumi, j.Bill 
InBtfitry | 
RJRT 

usiness Uni 
ree Cash Fl 


projections c 
und financial 


_mi 


am 


-1121 





+3.7 +4.0 +5 .d. 

tribution +$139 +$171 +§24| 

+$ 86 +$107 +$15g 

z 

e Tax increase - If tobacco interests ar|§ 
venting an increase in the FET, industry ana 
be higher than currently forecast, and th* 
ice versus savings brands will be mors 

ings. g 

1222 —1221 —1221 _ 122 | 

+6.9 +27.2 +26.5 +24. | 


tribution 


savings 

brands 

will 

199Q 

-1221 

—1221 

+6.9 

+27.2 

+26.5 

+2.7 

+ 11.9 

+12.0 

+$113 

+ $537 

+ $619 

+$ 70 

+$333 

+$384 


+ 12.g 
+$70£ 
+ $43K 
O 


oould RJRT's selling rate fall below current 
|o more intense competitive pressure, volumes 
lults cov.ld be lower than currently forecast. 


—Hex_ PMilopnient - Ae the sub-generic "third tier" 

priced brands become a greater factor in the market, RJRT 
^?aces the alternative of reducing prices on DORAL with 
resulting lower earnings, introducing a new sub-generic brand 
;pr suffering a significant loss of savings segment volume. 


It is possible that the planned 1991 national introductions 
of CHELSEA and CAMEL FC could be advanced into 1990. This 
would have the effect of "smoothing" the earnings trend by 
transferring some of the heavy introductory marketing 
spending into 1990. 
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Market Lead^^sh'^p Position 

(Exhibit 8) . 
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. REYNOLDS TOBACCO COMPANY 



Utilize existing and emerging data, voice and information 
processing technologies to provide superior quality, 
coat-effeotive, value-added information management in support of 
Reynolds Tobacco Company's mission of ’’Building the Best 
bgjbco Company in the Business”. 




ation Resources supports 9,000 users of R. J. Reynolds 
jpco Company f b\^^\ess and manufacturing systems, as well as 
computing ^e^afrements of 3,000 system usere in Tobacco 
national? "Placers LifeSavers, Inc.; Nabisco Biscuit 

y; Nabisco; v^o§ds Company; Nabisco Brands, Inc.; and RJ& 
Inc. I^Gss^t-effactive, centralized computing utility 
12 distributed Tobacco Company data centers and provide* 
ating s|^^/data network availability, 24 hours a dajg 
week, jtejfigfputer hardware is valued at $140 millioru 
software leHvalued at $100 million. 5 


k, A 


A&i#5t client de 
|$&4©gtives by e 
Ihfo-tmation Read 

pjeecesses. \ 


rovide sye 
nformation 
ontrolling, 
uperior qut 
reas. 






ents in achieving their strategic business 
ing the consulting role and presence or 
in clients' planning and decision-making 


solutions which leverage the impact of 
i corporate asset, as well as measuring, 
monitoring adherence to standards of 
within each of the company's functional 


J 

^Accommodate change in the corporation by assuming laadership 

4 n positioning information processing resources for maximum 
lexibility, efficiency, cost-effectiveness, and strategic 

S mpact within R. J. Reynolds Tobacco Company, and in support 
H parent and affiliate-requested services. 

Maximize the availability and quality of existing systems 
while minimizing the impact of technology changes on client 
operations. 
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Support successful strategic decisIon-making, timely consumer 
evaluation, and the forecasting of emerging trends through 
the development of flexible systems which convert available 
data to actionable consumer-related information. 

- Utilize information processing to assist in identifying 
areas in which our competitors can be exploited, whether 
in the marketplace, in products, or in services, and 
implement innovative information processing systems to 
capitalise on competitive opportunities. 

Assist in integrating Marketing plans and sales 
strategies targeted to strategic opportunities at the 
retail level by implementing automated tools which 
support, for example, prioritization of sales calls based 
on demographics, geographies assign utilizing 9-digit zip 
codes and sales volume. 



m 



mm 


Provide^^l^teased flexibility in defining and analyzing 
target ® markets and consumer trends through th* 5 
implementation of automated analysis and reporting tools 


Implemel 
the ax 
prof itaf 

Improve 

utiliza 



e Product Cost Allocation System to enhanc* 

' s of product cost impact on bran£j 

cco Customer Services order flow and staf^ 

y: £ 
g the use of Tariff 12 discounted j 

legations services to capture and repoj 
call detail by geographic location. 
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e 

a. 


and prototyping voice 


processing 
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18 


I s 
a * 

1 s 

2 1 
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Cb 
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Ernftl Environment 




tilize tec 
protect the 



oefy to cost-effectively support activities to 
' om of people who choose to smoke. 


Support HE«p«!^-nal Relations by providing networking access 
to external databases and improved capabilities for local 
processing of information. 



Support timely access to litigation-related documents 
through enhancements to the Records Management System. 
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Finanoi&l Management 

Leverage the value of the existing computer environment, 
capitalizing upon its capabilities, stability and reliability. 



Provide cost-effective information technology solutions for 
new and existing processes and products through: 

- Centralization, where feasible, of remote computer 
facilities to reduce costs and improve machine, manpower, 
and space utilization. 

- Support of Shorefair facility start-up/operation. 

- Development and implementation of Supervisory Control 
System for new C02 expansion process at Tobaccoville. 


Support the 
working cap 

Impleme 
voice/d 

Impleme 
incenti 


Evaluat 
for the; 

IBB 

Jimp£ 




sme 
to trac 
by indi 

EvaluatJ 
replaci: 

|Support the 



ny goal of actively managing improvements in 
nd cash flow through: 


of Tariff 12 contract 
mmunications costs. 


for reduction d§ 

6 
Z 

n of new systems to support custom^ 
grams (e.g., Partnership in Performance), 


3 

S 


c 

l 

% 



Enhancer 
more accural 
various 


opportunities to reduce the cost of suppo: 
ales Information System (e.g., through batc& 
eevaluation, improved computer utilization^ 
ed ! data communications) . j 

n of the Post-Retirement Accounting Systejg 
thly accruals of future retirement benefitg 
employee. £ 

z 

^^pf the benefits of laser forms creatiog 
where possible, preprinted forms. 

*ny goal of inventory reduction through: 

to distribution and forecasting systems to 
ly monitor the inpact of the reduced load on 
cts. 
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Enhancements to the sales Materials, Spare Parts, 
Wrapping Materials Systems. 


and 



Enhancements to the Leaf Management System to provide 
more timely simulated buying program data for enhanced 
management of leaf inventory. 

Support of Just-in-Time inventory management by 
continuing to leverage the Purchasing System (e.g., 
through implementation of the Purchase Order Release 
System) and electronic data interchange (EDI), 
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Support the Company goal of asset rationalization through: 

Implementation of the Purchase Accounting system to 
support reevaluation of corporate assets based on their 
LBO purchase price. 

Coordination of cost-effective acquisition strategies for 
computer equipment with all affiliates through negotiated 
volume discounts, sale-leaseback evaluations, and 
equipment transfers. 

Redeployment of surplus computer equipment throughout the 
company as a means of avoiding capital expenditures. 

Evaluation of sale/donation of surplus computer assets. 


imion ftnfl.ljBiftB ,.Rw.arm 


Lmize the Effectiveness and potential of the Informatics 
irces organization and its personnel. § 


r: 





Proactively* solicit and evaluate employee ideas which, upCfi 



implementat 

objectives. 

rovide tim 
velop, u 
empl(^is. 



Eva 

protetfvit 
interface p 



will contribute to meeting our company'll 

8 

d constructive feedback that will more fullg 
recognize, and reward the talents of ou£ 

U. 

everage technologies that will increase 
. g., integrated packages, graphical usejjr 
s...). £ 
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a* . 

1 i 
.8 “ 
a « 

s £ 
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■S J 
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- £ 4 


Review currajgj^support activities with RJRTI management t§ “ 



identify opportunities for enhanced synergy. 


Implement Tl order processing interface to the Accounts 
Pay ab 1 e l&ystere. 
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eu 


Continu 

require 



support TI's information processing 
through the centralized computer utility. 
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THE ARCHER COMPANY 
l&mBfllMEM JLAM 


^lesion Statement 

Archer company is an integral part of R. J. Reynolds 
baeco's Packaging Manufacturing operations, whose overall 
on is to provide the company with the best quality and most 
effective cigarette packaging materials with the fastest 
ground time. Archer's external marketing focus will be 
rily on value-added opportunities requiring the development 
d application of materials and process technology with apparent 
gistic val&a to RJRTC's cigarette packaging, cigarette 
nents, ciga r development, and graphics design. 
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provides a high technology capability i£ 
e packaging materials. It maintains thijjjj 
base by developing and supplying material* 
oduct and process technology for customers 
novators. ® 

in the $11 billion flexible packaging 
industry, product costs and company 
ily influenced by raw material costs, whicg 
substantially during the planning period^ 
price alone will be limited by increasing 
The Archer Company's marketplace success 
ility to achieve a competitive advantage ig 
stomer service. u 
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pmm 

3. 


ncrease saIe^™”to the external market to optimize the 
tilization i^ig^ailable capacity in printing, extrusion and 
stale productions 

• 

electively pursue flexible lidding and other value-added 
pportunities in the external market to enhance technology 
ransfer in support of RJRTC's packaging and cigarette 
yelopment. 

Realign the organization to enhance sales effectiveness and 
marketing focus. 
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4. Increase management's visibility with key customers. 

5. Improve the technology transfer process to be more responsive 
to opportunities. 
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Reduce Finished Goods Inventory by $600 thousand. 

r~ 

% Replace the manufacturers' representative on the West Coast 
Li : J with the existing Sales organization - $100 thousand savings. 

(31m 4 Control order cancellations to ensure no raw material 
nlli^ write-offs - $50 thousand savings. 


The organisational realignment may result in a headcount 
reduction -hsavings to be determined by January 1990. 


Archer Comp 
operations revei 



(Dollars in Millions) * 

7 

projected 1990 sales to the external marJceJ 
esent 36.4% of total Packaging Manufacturinc 





Sales 

able Costs 


ntribution Majj 
^Department d 
^trollable Prd 



% of 

Sttl ft g . . . 


% Of 

SAlftfi- 


.19-2.0_E 

% Of j 
Sales g 



$87.6 100.0% $81.5 100.01 $84.9 100.0%g 

E 

65*3 ?5._2 , 59,2 ...72...6 § 



21.7 24.8 


22.3 27.4 


23.4 27.5 


. S t? 4.5 .. 5,5 —.4.,J _5,.t,Z 


17.1 19.5 


17.8 21.9 


18.6 21.8 





*d Manufactu) 


rating Profit 



-i.2-i-5 —12.lR -15.B . 15.x .B 16,6 


$ 4.6 


5.2% $ 5.0 


6 . 1 % $ 2.8 


3.2% 
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MARKET LE ADERSHIP POSITION 


* R. J. Reynolds is the second largest competitor in the U.S. 
cigarette industry. 


Y The current occupant of the number one position is Philip 

Morris. 
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